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Introduction

Venezuela

Taxation in Venezuela is part of a series that presents information on
taxation in various countries of the world. The book is intended to
supply information of a general character regarding taxation in
Venezuela for use as background when considering the conduct of
business in that country. Specific questions should be answered by
reference to the laws and regulations of the country and by consultation with professional advisors in the light of the particular
circumstances.
Taxation in Venezuela is published in two forms: in a loose-leaf edition and as a bound book. Only the loose-leaf edition may be supplemented or revised. These supplements will appear on blue-colored
sheets inserted at the end of the book. These supplementary pages
will be keyed to the original text by chapter and section numbers and
should always be read in connection with the original text. In
addition, revised information may be presented on pages inserted
in the basic text to replace original pages. Revisions of this type are
indicated by a date that appears on the bottom of each replacement page.
Rules governing taxation are subject to change and reinterpretation,
in many cases with little or no advance notice. The information in
this book is based on material available to Deloitte Haskins & Sells
as of April 1979.
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Tax Legislation
and Administration
1.01 Enactment of Tax Legislation
Under the Venezuelan Constitution only the national government,
through legislation enacted by the Congress, has power to impose
taxes on income, capital, estates and gifts, imports, registration and
stamp duties, and other matters within its competence. The taxing
power of the local authorities is very limited (1.04).
The national government of Venezuela is divided by the constitution into three branches—legislative, executive, and judicial .The
legislative branch or Congress, consisting of a Chamber of
Representatives and a Senate, as well as the President (the Chief
Executive), are elected by popular vote; the Supreme Court is
elected by Congress in joint session.
Tax legislation is introduced by the President in the Chamber of
Representatives and must be approved in final form by both the
Chamber and the Senate. The President's signature is necessary if a
bill is modified during the course of its enactment by the Congress.
Congress has the power to delegate authority to the President to
promulgate specific tax measures, and to issue regulations by
presidential decree to implement the tax laws.
The first Venezuelan income tax law became effective in 1943 and
has been revised several times. On July 1, 1978, a new law was
enacted, and this law is currently in effect. Regulations have been
issued for salary withholding (containing detailed withholding
tables), for withholding required on other payments, for estimated
returns, and for other matters.
The inheritance and gift tax law that had been in effect since 1939
was restated as of January 1, 1967, and the previous regulations
were continued to the extent they were not in conflict with the
restated law.
Taxes on hydrocarbons and mining activities, capital stock,
communications, and employment (including social security) have
also been enacted by the national government.
1.02 Income Tax Administration
The Ministry of Finance, corresponding in general terms to the
Treasury Department in the United States, has overall responsibility
for tax administration and is authorized to issue regulations of
general application (2.05).
The Income Tax Administration, analogous to the Internal Revenue
Service in the U.S., is the division of the Ministry of Finance
responsible for the execution of tax policy and for administration of
the tax laws. This body is headed by an Administrator General.
Delegates from the Income Tax Administration and from the
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Ministry of Mines and Hydrocarbons constitute an interministerial
commission, which reviews and controls matters relating to
extractive industries.
The Administration has two advisory sections : (a) the technical
section which is responsible for rulings, legislative matters,
consultations, publications, etc., and (b) the planning section which
is responsible for statistics, budgets, procedures, and similar
matters. In addition, four " l i n e " departments handle the following
matters:
• Reconsidering all tax assessments made by tax examiners before
taxpayer appeals are made to income tax courts. This is known as
the Administrative Appeal Department (Sala).
• Appointing tax lawyers to represent the Income Tax Administration
in the tax courts (Legal Representation Office).
• Maintaining liaison with all district offices (District Tax Office
Control).
• Providing for tax auditors and other coordination, technical data,
legal aid, training, and general supervision.
The District Offices are responsible for matters concerning the
actual determination of taxes, such as receiving and filing of returns,
preliminary office audits, preparation of tax bills, follow-up of bills,
records of withholding, agents' examinations, deficiency assessments, and issuance of certificates indicating tax status.
The Income Tax Administration may issue rulings on the general
application and interpretation of the law and regulations to
individual taxpayers. These rulings are not binding on other taxpayers, but are indicative of administrative practice. The Controller
General may send any returns considered questionable after audit to
the Income Tax Administration for further investigation.
The Administration does not collect taxes. Collection is the function
of the Central Bank as agent for the Treasury and the Bank of
Venezuela as agent of the Central Bank.
1 . 0 3 Administrative and Judicial Review
Adjustments to taxable income are issued at the conclusion of an
audit in the form of an official notice from the Income Tax Administration (4.04). Frequently, the Administration will discuss its
findings with the taxpayer before issuing the notice. The liquidation
section of the Administration then issues a new tax bill based on the
revised taxable income. After receiving the tax bill, if the taxpayer
wishes to appeal, he must file the appeal within 15 working days and
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the tax payment must be secured by a bond or other guarantee. The
taxpayer must also be prepared to pay interest of 1% per month if the
appeal is denied. The first appeal may be made either before the
Income Tax Administration or the Income Tax Court of Appeals,
which is a tax court under the judicial branch of the government.
An appeal before the Administration is an administrative reconsideration, which is not considered a judicial proceeding. The Administration has power to revise any or all of the items in dispute. If the
taxpayer is not satisfied with the result of an appeal to the Administration, he may then appeal to the Income Tax Court within 15
working days after the administrative reconsideration has been
decided. Most tax court cases require two years to be decided.
Either party may appeal to the Supreme Court, but the taxpayer may
appeal only if he pays the assessment in full, together with interest
due, or if he can provide a guaranty satisfactory to the Court. In all
administrative proceedings, the taxpayer may represent himself, or
be represented by corporate officers, or be represented by a person
with a legally constituted power of attorney.
1.04 Taxes Imposed by Local Authorities
The local taxes vary with the municipality. The most important local
taxes are those on real property and the municipal license tax, which
is generally imposed on the basis of gross receipts or sales
(Chapter 13).
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Distinctive Features of the
Venezuelan Tax System
2 . 0 1 Summary
Venezuela's major taxes include a personal income tax, a corporate
income tax, an income tax imposed on mining and hydrocarbon activities, an income tax on company partnerships with limited liability,
a tax on property inherited from a decedent's estate, a tax on gifts
of property received by an individual or a corporation, and import
duties as well as various stamp, registration and recording taxes.
Each category of tax has its separate tax rates, credits, and rules for
determination of taxable income, or taxable base, and deductions.
Venezuela generally taxes all items of income except those specifically excluded. Individuals and corporations are taxed at graduated
tax rates (Rate Tables). Taxpayers engaged in the hydrocarbon or
mining industry and related activities are subject to flat rate taxes.
Company partnerships with limited liability (2.03) are taxed at special rates if their income does not exceed certain amounts.
Except for the sale of a personal residence, there is no special treatment or special tax rate for capital gains. Such gains are included in
the seller's taxable income and taxed at the applicable rate. Taxation
of the gain on the sale of a taxpayer's principal residence may be
deferred provided that certain registration requirements are met and
that the proceeds are reinvested in another principal residence
within the time frame allowed (10.04).
Dividends are generally taxable only to individual shareholders
(6.04), with two exceptions: (1) taxpayers engaged in mining and
hydrocarbon industries who receive dividends from companies
engaged in other activities;and (2) nonresident shareholders. In both
cases, cash and stock dividends are taxed at 20%.
Withholding taxes are required for most dividends, wages, salaries,
royalties, capital gains, and other payments (Chapter 5), and both
individuals and corporations are required to file estimated tax
returns for income not subject to withholding (4.02). Operating
losses may be carried forward for three years (7.08). Investment tax
credits are allowed for certain taxpayers and unused credits can be
carried forward two years (2.06). Rebates and exonerations of tax
may be granted for ventures considered beneficial to the economy
(2.05). Some other income items that are exempt from tax are noted
at 6.01.
2 . 0 2 Territoriality Concept
Venezuela generally taxes income only when it arises from economic
activities carried on within Venezuela or from assets located in
Venezuela. These activities include exploitation of the land and its
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minerals; manufacture, construction, transfer, exchange, or grant of
the use or enjoyment of real or personal property (both tangible and
intangible); and the performance of services in the country, including
those performed by transients.
Under the territoriality concept, income is exempt from income tax
only if none of the causes giving rise to it occurs within Venezuela
or if the income is generated from property not located in Venezuela.
The entire income is taxable if any of the causes from which it arises
takes place within the country. The gain on the sale of shares of a
Venezuelan corporation has been held to be taxable even when sold
outside the country. Special tax rules apply to international shipping
and transport companies calling at Venezuelan ports, nondomiciled
insurance companies insuring risks in Venezuela, consignors of
merchandise to Venezuela, international news agencies, foreign
motion picture companies, and several others (6.02). The administration is empowered to tax other types of income under special rules
by issuing appropriate regulations.
An important exception to the territoriality rule applies to income
derived from technical assistance or technical services performed
abroad, but utilized in Venezuela, which income is taxable in
Venezuela. Instead of allowing specific deductions from such income, the tax law provides that a certain percentage of the gross
income is presumed to be taxable income.
The territoriality concept also applies to expenses. To be deductible,
an item of expense must be related to the conduct of business in
Venezuela and must have been incurred within the country. The place
of payment is not material for this purpose. Certain expenses paid
outside the country are considered to be so closely identified with
Venezuelan operations that their deduction has been expressly
permitted (7.05).
2 . 0 3 Classification of Taxpayers—Forms of Business Organization
The main categories of Venezuelan income taxpayers include:
• Resident individuals subject to individual income tax
• Resident corporations subject to corporation income tax
• Nonresidents, either individuals or corporations, subject to one of
several nonresident taxes, depending on the nature of the income
An individual's business profits are included in income that is taxable
at the graduated individual income tax rates (Rate Tables—Tax Table
1). Corporations, other than those engaged in mining or hydrocarbon
activities, are subject to graduated corporate tax rates (Rate T a b l e s Tax Table 2). Corporations engaged primarily in mining or hydrocarbon activities are taxed at flat rates (Rate Tables—Tax Table 3).
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Partnership profits are taxable to the individual partners. A company
partnership with limited liability, which is described later in this
section, is taxed at special rates.
No election is available to individuals or partnerships to be taxed as
corporations. Most businesses take the form of a corporation or a
company partnership with limited liability. These are briefly
described in the following pages, as are general partnerships, and a
Venezuelan branch of a non-resident company.
Corporation—Compañía Anónima (CA) or Sociedad Anónima
(SA). An SA or CA is the Venezuelan equivalent of a U .S. corporation and of a joint stock company or stock corporation in other
countries. The certificate of incorporation is drawn up, registered,
and published. Generally, there must be at least two shareholders,
who may be individuals or corporations.
All the authorized shares must be issued and at least 20% of
authorized capital must be paid in upon formation. (However,
foreign shareholders must pay in 100%.) If the shares are fully
paid, a shareholder generally is not responsible for corporate debts.
Direction and supervision of the corporation are vested in a board of
directors. A general meeting of the shareholders must be held once
a year to approve the financial statements and the distribution of
profits. If a corporation has a public offering of its shares, additional formalities must be satisfied.
As mentioned in the discussion of partnerships later, limited
partnerships with issued shares are treated as corporations for tax
purposes.
Company Partnerships with Limited Liability—Sociedad or
Compañía de Responsabilidad Limitada (SRL or CRL). The SRL or
CRL is a limited liability company that is sometimes referred to as a
close corporation or a private or personal company. The rules
applicable to a stock corporation generally also apply to the limited
liability company, but the latter has certain privileges and certain
restrictions not applicable to the former.
The capital of the company must be at least Bs.20,000.* Participations paid in cash must be at least 50% paid in; if paid in kind, they
must be fully paid. The maximum capital is limited to Bs.2,000,000.
The members' participations are usually expressed in quotas in the
articles of association or in riders to such articles rather than being
shares evidenced by issued stock certificates. There is no maximum
number of partners or associates, but there must be at least two.
Transfers to third parties are subject to certain restrictions.
* B s . stands for bolivars.
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Sociedad Anónima Inscrita de Capital Abierto (SAICA).
SAICAs are publicly held corporations that have fulfilled the following conditions established by the National Securities Commission:
• The capital stock must be common shares, all of which must be of
equal value and registered with the National Securities Commission.
• Paid-in capital may not be less than Bs.1,000,000.
• At least 50% of the capital subscribed must be distributed to the
public in the following manner:
Publicly Held
Subscribed Capital

Minimum Number of
Shareholders

First Bs.5,000,000

100 shareholders

Bs.5,000,000 to Bs.60,000,000

20 more for each million
bolivars of capital
subscribed

Bs.60,000,000 to Bs.400,000,000

15 more for each million
bolivars of capital
subscribed

Over Bs.400.000.000

10 more for each million
bolivars of capital
subscribed

The maximum percentage of these shares that may be owned by a
single shareholder is as follows:
Publicly Held Subscribed Capital

%

First Bs.5,000,000
Bs.5,000,000 to Bs.20,000,000
Bs.20,000,000 to Bs.60,000,000
Bs.60,000,000 to Bs.160,000,000
Bs.160,000,000 to Bs.400,000,000
Over Bs.400,000,000

2.0000
1.0000
0.5000
0.2500
0.1250
0.0625

When a company qualifies as a SAICA, it is entitled to a tax credit.
The amount of the tax credit varies with the following percentages
of its capital held by the public, in accordance with the conditions
previously described:
Tax Credit
(Percent of taxes prior
Percentage of Capital
Held by the Public
to such credit)
50%

25%

Between 50% and 60%

30%

Between 60% and 75%

40%

More than 75%

50%
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Partnerships. In addition to the company partnership w i t h limited
liability, which was described previously. Venezuelan partnerships
include:
• Limited partnerships with issued shares (Sociedad en comandita
por acciones). which are seldomly used
• Limited partnerships (Sociedad en comandita
• General partnerships (Sociedad en nombre

simple)
colectivo)

These partnerships are subject to the same provisions as in many
other countries. The limited partnership must have at least one
general partner with unlimited liability and one or more partners with
liability limited to their capital investment. For a limited partnership
with issued shares, the liability of a silent partner is limited by his
capital shares. In a general partnership, all the partners have unlimited liability and are all jointly liable. For tax purposes, a distinction made between these two types of partnerships is as follows:
• Those with issued shares
• Those without issued shares, and organized either as a legal entity
or as a de facto partnership
Partnerships with issued share capital are taxed in the same manner
as stock corporations. All profits are subject to corporate tax rates;
no exception is made for investment income or profits distributed to
members. The compensation of active members is deductible for
tax purposes. When such a partnership is liquidated, the partnership
is subject to tax on the excess of the distribution of partnership
assets over paid-in capital.
Partnerships without issued shares are not subject to tax, but the
partners are taxed on their distributive shares of the partnership income. Such partnerships include cooperatives as well as limited
and general partnerships.
Partnerships resident in Venezuela are legal entities if organized in
accordance with the commercial or civil codes. Otherwise, they are
de facto partnerships.
The partnership must file a tax return showing the determination of
taxable income and the distributions to the partners. The remuneration of active partners is not deductible for tax purposes.
Branch of a Nonresident Corporation. Some foreign companies
operate in Venezuela through a branch. The branch must publish
notarized copies of the company's articles of incorporation, documents relating to the authorization of the branch operation, and the
pertinent bylaws, all duly translated into Spanish by a Venezuelan
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public interpreter. There is a registration tax of 0.1% of the company's total authorized capital. See 3.02 for taxation of branches of
nonresident corporations.
2 . 0 4 Tax Year
Taxpayers, other than individuals, may use a fiscal year; individuals
must use a calendar year. The first tax year may be for less than 12
months; subsequent tax years cannot exceed 12 months. Once a tax
year has been selected, it may not be changed without the prior
permission of the tax authorities.
2 . 0 5 Tax Exonerations
Generally, the law and regulations encourage investments in agriculture, housing, and basic manufacturing industries by permitting
the President to exonerate part or all of certain types of income
earned from these and other specific industries. Such exoneration
must apply to the industry as a whole and not to particular taxpayers.
Exonerations are granted by decrees and apply automatically to all
taxpayers who fall within the exonerated industry. Exonerated taxpayers must file annual statistical returns on the same date regular
tax returns are filed. These statistical returns must contain information required by the regulations, but the Administration may
require additional data.
The types of income that may be exonerated from tax in whole or in
part and the relevant provisions are enumerated below:
(1) Income from agriculture, stock-raising, fishing, and forestry.
(2) Income of new industries considered particularly important for
national economic development, and of industries established in
specified regions of the country or those which manufacture goods
for export.
(3) Interest from loans to finance investment in certain industries,
including agriculture, tourist and recreation centers, hotels, animal
raising, forestry, fishing, construction of certain housing projects
(generally low-income housing), schools, other activities of primary
national importance, and interest earned from financing goods or
services provided to certain government agencies.
The regulations do not indicate the criteria applied in determining
what "other activities" are of "primary national importance." Loans
may be in any currency, and evidenced by notes, debentures, mortgage bonds, or other types of obligations, whether expressed in
Venezuelan or foreign currency. The lending agency need not be
domiciled in Venezuela.
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(4) Interest on time deposits with Venezuelan banks or other financial
institutions for 90 days or more.
(5) Interest on savings accounts and certain mortgage bonds, government bonds, and bonds issued by financial institutions.
(6) Interest from obligations, promissory notes, or other credits
issued by foreign governments or international public financial
organizations.
(7) Dividends and profit distributions otherwise taxable to individuals, declared by companies engaged solely in the manufacture of
new products or intermediate goods, or in the production of goods in
accordance with international economic treaties.
(8) Dividends or profit participations from enterprises engaged exclusively in investing in tax-exempt securities.
(9) Income from rental, sale, or financing of new urban and rural
construction in regions where exoneration is considered justifiable.
The law and regulations limit the period and amount of the exemption, based on such factors as construction cost and financing term.
(10) Income of savings, credit, and social welfare institutions and
cooperative societies.
(11) Income of religious, artistic, scientific, cultural, and sporting
institutions, and professional associations not organized for profit.
Income not invested in Venezuela in the exempt activity is subject
to tax.
(12) Up to 50% of the income derived by holders of securities issued
under authorization of the General Banking Law.
(13) Fees, salaries, and other remuneration of foreign technicians
and experts, when such persons are brought to Venezuela by nonprofit institutions to render technical assistance on projects previously approved by the government.
(14) Income derived from reinsurance by domiciled or nondomiciled
companies.
(15) Dividends and interest received from a SAICA (2.03) .Also,
gains on the sale of debt or equity securities of such corporations
provided that the proceeds are reinvested in the securities of
another SAICA.
(16) Income earned from local or international transport of passengers or cargo by Venezuelan corporations.
(17) Income earned by foreign corporations for international transport of passengers or cargo to or from Venezuela, provided that the
country in which the foreign corporation is domiciled has a reciprocal exoneration for Venezuelan companies. The exoneration
granted to these foreign companies may not exceed that granted by
the foreign country to Venezuelan companies.
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2 . 0 6 Investment Tax Credit
An investment tax credit is available for investment in Venezuela in
new fixed assets, including real property, to taxpayers who are engaged primarily in manufacturing, generating, and distributing electric power; transportation; or construction. Assembling or packaging
products may be considered manufacturing if Venezuelan raw materials or products constitute 70% of the total cost. The tax credit is
15% of the net investment in new fixed assets. New fixed assets are
those which have not been used previously in Venezuela and net
investment is the total cost of the investment in new fixed assets
reduced by depreciation and retirements of such new assets during
the same year (7.02). The tax credit is limited to the tax liability for
the year; any unused portion may be carried forward for two years.
The tax credit is subject to recapture if the related asset is retired
within the four years following the year the asset is placed in service.
Hydrocarbon and Mining Companies. Taxpayers engaged in the
hydrocarbon and mining industries are also entitled to an investment tax credit which is a percentage of the net investments in new
fixed assets (as defined previously) and a further credit of 2% of
the average of net fixed assets at the beginning and end of the
preceding year. The credit for new investments is generally 8%, but
an additional 4% is granted for new investments in exploration,
drilling, production, transportation, storage, secondary recovery
equipment, and research facilities. The maximum tax credit
permitted under these provisions is 2% of total taxable income.
If the available credit exceeds this limitation, the excess may be
carried forward for three years, but in no year can the total credit,
including the carryover, exceed 2% of total taxable income. The
carryover credit is applied first, before any credit arising in the year
to which it is carried forward.
2 . 0 7 Foreign Investments
Foreign investments in Venezuela are essentially governed by the
Andean Pact and Venezuelan executive decrees. The provisions of
the Pact and the Venezuelan decrees restrict foreign investments in
Venezuela as well as profit remittances and technical service fees
and royalties. All foreign investments, technical service contracts,
and royalty agreements must be approved by the Superintendent of
Foreign Investments (SIEX). Foreigners contemplating doing
business in Venezuela should become familiar with foreign
investment regulations.
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Tax Rates
3 . 0 1 Individuals
Resident individuals are generally subject to tax under graduated
rates ranging from 4.5% on the first Bs.20,000 of taxable income to
45% on taxable income in excess of Bs.8,000,000 (Rate Tables—
Tax Table 1). No tax is payable by resident individuals if taxable
income does not exceed Bs.24,000. The tax computed at the
graduated rates is then subject to the reductions described in 10.03.
Individuals are taxed at 60% on royalties and other similar
participations received from mining activities and from the sale of
rights to such royalties and participations.
Nonresident individuals are taxed at flat rates of 20% on salaries,
30% on professional income (6.07), and 20% on cash and stock
dividends (6.04). On other types of income, nonresidents are subject
to the graduated tax table. The deductions (10.02) and tax credits
(10.03) apply only to income taxed at the graduated rates.
3 . 0 2 Corporations
Corporate taxpayers are taxed at graduated rates ranging from 18%
on the first Bs.300,000 to 50% on taxable income in excess of
Bs.20,000,000 (Rate Tables—Tax Table 2).
Company partnerships with limited liability (2.03), whose taxable
income does not exceed Bs.180,000, are taxed at 6.48% on the first
Bs.100,000 of taxable income and 8.1% on the remainder. If taxable
income exceeds Bs.180,000, but is not more than Bs.2,000,000, the
corporate tax rates apply, reduced by a credit of 10% of the tax
payable.
Tax exonerations, investment tax credits, and other incentives are
available (2.05and 2.06). See 6.04 for taxation of dividends.
Taxpayers, other than individuals, engaged in the mining and
hydrocarbon industries and related activities are subject to the
following tax rates:
• 67.70% on income derived from exploitation and related exploration,
refining, as well as from purchasing and selling hydrocarbons.
• 60% on income derived from mining activities. When such income
does not exceed Bs.10,000,000, it is taxed under corporate rates
(Rate Tables—Tax Table 2).
Stock and cash dividends received by companies engaged in
hydrocarbon or mining activities are subject to 20% tax if such
dividends are distributed by companies not engaged in such
activities.
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3 . 0 3 Domiciled Branch of a Foreign Company
A domiciled branch of a foreign company is taxed like a corporation.
In addition to the corporate income tax, the branch must pay a 20%
participation tax computed on taxable income less income tax
payable. This tax is in lieu of the 20% dividend tax imposed on
dividends paid to nonresident shareholders of domiciled
corporations.
Nondomiciled companies, institutions, and other entities are
discussed in Chapter 6.
3 . 0 4 Other Income
Prize winnings, such as lottery prizes, race track winnings, etc., are
taxed separately at a flat rate and not under the graduated tax rates
(5.02).
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Returns, Assessments, and
Payment of Tax
4 . 0 1 Returns and Assessments
Official Assessment. Annual income tax returns (called declarations of taxable income) are information returns only. The taxpayer
reports the various elements of income, less appropriate deductions
and allowances, that make up taxable income and computes the tax
due, less withholdings and tax credits. As an integral part of their
tax declaration, corporations are required to attach to their returns a
copy of their balance sheet as well as sundry explanatory schedules,
all of which may be reported on the forms printed by the Income Tax
Administration for that purpose. In addition, partnerships must
attach to their returns a schedule of the distributive taxable income
of their members.
The tax declarations are reviewed by the tax officials and checked
mathematically. After this review and verification, a tax bill (planilla)
is sent to the taxpayer, which shows the tax as computed by the
taxpayer and as computed by the Tax Administration. These tax bills
are usually received within three or four months after the filing date.
Income Tax Returns. Income tax forms are available at a small fee
from the Tax Administration. The forms must be filed within three
months after the taxpayer's year-end, regardless of whether the taxpayer is resident or nonresident or a corporation, partnership, or
individual. If the last day for filing is a Sunday or holiday, the return
may be filed the following day. Resident individuals with adjusted
gross income of less than Bs. 24,000 and gross receipts of less than
Bs. 72,000 are not required to file declarations.
When a taxpayer dies or a business is terminated, the return must be
filed within three months after death or cessation of business.
Taxpayers, both resident and nonresident, leaving the country may
be required to file an income tax return covering the period up to the
date of departure. However, this requirement is ordinarily applied
only to nonresidents who must file a special return and pay the tax
before leaving the country.
Resident taxpayers traveling outside the country must obtain a tax
clearance certificate (solvencia) indicating their compliance with the
tax requirements before leaving. This is requested from the Income
Tax Administration and is granted after investigation, generally on
the basis of a guarantee by a third party that all taxes will be settled.
Similar certificates are also required for dissolution and liquidation
of companies, public contracts, and certain real estate transfers.
Extensions of time for filing a return are entirely at the discretion of
the Administration. They must be applied for and granted before the
due date of the return. The reasons for the taxpayer's inability to
meet the filing date must be set forth in the application.
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A representative of the taxpayer may sign and file the return if legally
authorized to do so, either as the taxpayer's general agent or by a
special power of attorney.
4 . 0 2 Estimated Tax Returns
Estimated tax returns are required if the taxpayer has earned more
than Bs.100,000 of taxable income not subject to withholding
during the preceding tax year. The taxpayer must file his estimated
tax return based on 80% of his taxable income of the preceding tax
year or explain in writing to the satisfaction of the Tax Administration the reasons why a lesser estimate is reasonable. A taxpayer that
expects to utilize a credit for new investments (2.06) may take such
credit into account in estimating the tax to be paid. However, if the
estimated credit is over 80% of that in the prior year's final return,
the Administration requires reasonable proof that the investment will
be made during the taxable year. In practice, the Administration has
been reasonable in accepting explanations when either income or the
investment credit do not meet the 80% requirements. If, during the
course of the year, it appears that the estimated tax w i l l exceed the
final tax, the taxpayer may attach the estimated tax bills not yet paid
to his tax return, along with a letter of explanation, and request that
they be annulled. See 4.03 for payment of estimated tax. Estimated
tax returns are due by the 15th day of the 7th month of the taxpayer's
fiscal year.
4.03 Payment of Tax
Taxes are paid by way of notice of assessment (tax bill), by withholding at the source of income, and by advance payment of the
estimated income tax liability for the year on income which is not
subject to withholding.
Taxes paid by way of notice of assessment (4.01) are usually payable
within 15 days from the date of delivery of the tax bill to the taxpayer.
However, the tax administration may permit the taxpayer to pay the
tax in three instalments over a maximum period of six months.
Withholding taxes are payable within 15 days from the end of the
month in which the income is paid or credited to the account of the
beneficiary (Chapter 5).
Advance Payments of Estimated Income Tax. Advance payments
must be made of the estimated annual tax on income not subject to
withholding. When the tax payments during the year exceed the final
tax liability, the excess is either refunded or credited against the tax
of the succeeding year or years.
Taxpayers are billed for 75% of the tax due computed on their estimated taxable income after allowances. A tax bill will be issued for
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each instalment due, the first of which is payable within 15 days of
its receipt. The taxpayer is normally given three tax bills payable
within six months. Longer periods may be granted at the discretion
of the Tax Administration.
When a taxpayer files an estimated return for the first time, the
estimated tax is payable in six equal quarterly instalments.
4 . 0 4 Examination of Returns
Reviewing returns and preparing assessments is ordinarily carried
out by the assessment department of the Regional Tax Administrator's office. Assessments on the basis of taxable income shown in
a tax return are discussed at 4.01.
Income tax audits are conducted at three levels. Oil and mining
companies are audited annually by teams of field auditors. Other
large companies are occasionally audited, and audits of smaller
companies usually consist of written requests for detailed information to support income or deductions and occasional visits by a
field auditor.
When a return furnishes inadequate evidence as to taxable income,
the examiner may require additional written accounting records and
any other necessary supporting documents. He may accept a verbal
explanation, in which case the taxpayer, or his legal representative,
is required to appear personally before the tax official. Failure to
provide the required records or documents can cause income tax to
be assessed ex officio, based on presumed income.
The taxpayer is informed of audit adjustments by an official notice.
The notice consists of a summary stating the legal bases for the
adjustments and an appendix itemizing and describing the disallowances. All disallowed items are listed, including those that are
doubtful merely because of inadequate explanation as well as those
more clearly nondeductible. In practice, the taxpayer may discuss
disallowances with the auditor before they are released in the official
notice. The initiative for such discussion is entirely the taxpayer's.
Once a disallowance is incorporated in a notice, it is difficult to
remove it at the administrative review stage. For this reason, the
taxpayer should make every effort to convince the auditor that proposed disallowances are not justified. If a taxpayer objects to any
notification of amendments to his declared income made by the
examining tax official, he may appeal to the Tax Administration.
The decision of the Administration extends only to the amount of a
taxpayer's taxable income, but is not binding on either the taxpayer
or a later tax audit by the National Controller's Office. The taxpayer
may appeal in writing, within 15 days from the date of receipt of the
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notice of additional assessment, to the Regional Administration of
Taxes to protest the additional tax assessed. The taxpayer is normally
required to give a guaranty for the contested tax liability. For judicial
review of Regional Administrators' decisions, see 1.03.
4 . 0 5 Fines and Penalties
Failure to file a timely final or estimated tax return results in a fine of
Bs.500, plus from 10% to 200% of the tax as finally determined.
The failure to present documents required by the law or regulations
to support data in the return, failure to maintain books and registers
and to present them for inspection (8.05), failure to provide information requested by the Administration, and any other violations set
forth in the law or regulations, are punishable by fines of from
Bs.500 to Bs.20,000. Legal books as described in 8.05 must be
maintained on a current basis. A fine of Bs.250 to Bs.10,000 is
imposed on those taxpayers who are six months behind in their
accounting records.
Fines are applied cumulatively, but total fines cannot exceed three
times the income tax liability for the year. Failure to pay a tax bill at
the proper time results in an interest charge of 1% a month.
The imposition of a deficiency assessment results in a penalty,
except when such amount (a) does not exceed 5% of the tax based
on the return filed by an individual, (b) results from differences in
amortization or depreciation, (c) results from error in classification
of income, (d) is based exclusively on information disclosed in the
return, or (e) results from the disallowance of bad debts.
Fines arising from other audit adjustments range from 10% to 200%
of the additional tax assessed; the usual fine is assessed at the
average of 105%. When there are extenuating circumstances, such
as mere arithmetical or technical errors, prior good record of the
taxpayer, misinterpretation of which items must be capitalized, or
the absence of related regulations or court decisions, the fine may be
assessed at less than 105%. When there are aggravating circumstances, such as previous violations, the fine may exceed the average
of 105%. Fines may be appealed to the Minister of Finance, in
writing, within 15 working days of the date of receipt of the assessment. The law states that, on petition of the taxpayer, the National
Executive may waive or reduce fines when the circumstances show
lack of malicious intent.
A tax withholding agent who does not remit withheld taxes as required is assessed a fine of 25% of the tax withheld for each month
of delay, but not in excess of 300% of the total tax; and may be
subject to civil and legal penalties.
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Any individual, corporation, or other entity making an agreement to
assume the tax obligation of another is subject to a fine of 200%
of the related tax.
4 . 0 6 Statute of Limitations
Taxes can generally be collected within five years from the end of
the taxable year, if a return was filed; or seven years, if no return was
filed. For tax assessments and penalties, the statute of limitations
expires five years after the payment date stated in the tax notice.
Administrative actions to impose penalties may commence within
five years from the end of the taxable year or within seven years, if no
return was filed. Taxpayer refunds may be obtained within five years
from the date of payment.

Deloitte Haskins & Sells

23

Chapter 5

Venezuela

Withholding Taxes
5 . 0 1 Withholding of Income Tax on Wages, Salaries,
and Other Remuneration
The withholding tax on wages, salaries, and similar remuneration in
excess of Bs.24,000 a year is set forth in tables published by the Tax
Administration. Employees who work for several employers and
receive less than Bs.24,000 a year from each, but whose combined
annual wages exceed Bs.24,000, must request one of the employers
to withhold on the basis of the combined wages.
Wages, salaries, and similar remuneration paid to nonresidents are
subject to withholding of 20%.
5 . 0 2 Withholding on Interest, Dividends, and Other Payments
In general, withholding of income tax is required when paying or
crediting the account of a nonresident or nondomiciled beneficiary.
Withholding is also required on payments for services rendered in
Venezuela, such as commissions paid to real estate brokers and fees
paid for professional services.
Substantial penalties are imposed for failure to withhold or for
assuming a tax that should be withheld from others (4.05). In addition, unless the withholding requirements have been complied with
by the time the income tax return for the year is due, no deductions
w i l l be allowed for those costs and expenses for which the withholding is due.
The withholding tax rates may be fixed or variable, depending on the
type of income and whether or not the payee is a domiciled or nondomiciled legal entity, or resident or nonresident individual (10.05).
A legal entity is domiciled when it is organized in Venezuela or when
it is registered to do business in accordance with the Commercial
Code. The mere fact that a foreign company is doing business in
Venezuela and is subject to tax on its Venezuelan income does not
change its status as a nondomiciled legal entity if it has not complied
with the requirements of the Commercial Code.
For certain types of income paid to nonresident persons and nondomiciled entities, the amount of tax withheld is based on the graduated tax rates under Tax Tables 1 and 2 (Rate Tables), depending on
the recipient and type of income. The withholding on each payment
is computed by applying the applicable tax rate to the cumulative
total payments made during the year, less the tax previously withheld. In other cases, however, only a percentage of the gross payment is taken into account. As the withholding tax is not necessarily
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a final tax, requirements exist for the filing of annual income tax
returns. See 6.02 for the percentages of gross receipts subject to
tax for purposes of the annual income tax return. The withholding
rates are presented in the following table:

Type of Income

Percentage of
Gross Payments
Subject to
Withholding

Withholding
Tax Rate

Payments to nonresident
individuals or nondomiciled
entities:
90

Tax Table 1 or 2

Mining and hydrocarbon
companies

95

Tax Table 1 or 2

Others

50

Tax Table 1 or 2

Royalties
Payments for use of patents
(technological service fees—
6.06), when paid by:

Technical assistance fees for
services performed abroad,
but utilized in Venezuela
(6.06), when paid by:
Mining and hydrocarbon
companies
Others
Interest:

95

Tax Table 1 or 2

30

Tax Table 1 or 2

Banks and other credit
institutions

100

15

Other

100

Tax Table 1 or 2

Freight to or from Venezuela
paid by hydrocarbon and
mining companies

10

Tax Table 1 or 2

Income from movie and television rights

25

Tax Table 1 or 2

Fees earned by noncommercial professional corporations

90

Tax Table 2

Fees earned by individuals
for noncommercial professional services

90

30
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Percentage of
Gross Payments
Subject to
Withholding

Type of Income
Stock or cash dividends
(For stock dividends, par
value is used as the withholding base.)
Insurance and reinsurance
premiums
Payments to resident
viduals or domiciled

Withholding
Tax Rate

100

20

10

30

indientities:

Noncommercial professional
fees:
Resident individuals, partnerships or professional
societies

50

5

20

12

Cash dividends and other
distributions by companies
not engaged in hydrocarbon
or mining activities

100

20

Cash or stock dividends paid
to mining and hydrocarbon
companies by companies not
engaged in these activities
(For stock dividends, par
value is used as the withholding base.)

100

20

Legal entities

30

14

Individuals

50

7

Corporations

Commission payments for
real estate brokerage:

Participations of partners in
the profits of partnerships
and of beneficiaries of estates
(No withholding required
unless participation exceeds
Bs.24,000 a year.)
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Type of Income

Percentage of
Gross Payments
Subject to
Withholding

Withholding
Tax Rate

Race track winnings at betting windows

100

16

Other prizes and winnings

100

32

Profits after Venezuelan tax
of branches and of agencies
of foreign companies,
whether or not domiciled and
whether or not profits are
distributed

100

20

In addition to the above, withholding is required in the following
situations:
(1) Holding Companies. Holding companies are defined as companies whose income from dividends or participations exceeds 50% of
their gross income, except companies which are authorized to sell
their shares to the public, insurance companies, finance companies,
and government entities. Holding companies are required to pay
dividends each year equal to 50% of their aftertax income, including
dividends received and less appropriations to legal reserves. If such
amount is not paid out in dividends, the holding company must
withhold a tax of 15% of the difference between such amount and
that actually paid.
This withholding must be made on the last day of the succeeding tax
year. The shareholder will receive credit for the taxes withheld provided the respective dividend is paid within five years from the date
the withholding was made.
(2) Gains on the Sale of Real Estate. Before real estate can be sold,
the seller must file a special tax return on which he determines his
taxable income from the transaction and computes 80% of the tax
thereon. If the property is sold for cash, the tax must be paid immediately. If the property is sold in instalments, the tax must be withheld on a proportionate amount of the gain included in the instalment
received. The seller can avoid this withholding by giving the tax
authority a satisfactory guaranty for payment of the taxes. However,
if the selling price of the property does not exceed Bs.250,000,
the taxpayer is not required to prepay the tax.
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5 . 0 3 Withholding Procedures
In nearly all cases, tax must be withheld at the time of payment or
credit to the beneficiary's account, and the withheld taxes must be
paid to the Treasury within 15 days after the end of the month in
which the payment or credit was made. The only exceptions are
withholding on income of partnerships that render only professional
services, income of estates, and aftertax income of Venezuelan
branches subject to the withholding tax (3.03); in these cases,
withholding must be made at the close of the entity's tax year and
paid within three months thereafter. Payments are made to the
Central Bank in Caracas and Maracaibo and to the Bank of Venezuela
in other cities.
A withholding statement must be furnished to the payee for each
withholding, and an annual summary must be sent to each payee in
January of the following year.
Quarterly and annual reports are required for the withholdings described in 5.02 while only annual reports are required for those
described in 5.01.The quarterly reports are due within 30 days after
the end of each quarter. The annual reports are due two months after
the close of the withholding agent's tax year. The reports must be
accompanied by copies of the annual summary provided to payees,
including a reconciliation of taxes withheld.
The withholding statements and reports must be on forms issued by
the Administration; permission may be obtained to use taxpayerprepared forms on mechanized accounting equipment.
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Income Subject to Tax
6 . 0 1 The Nature of Income—Nontaxables
Income is not comprehensively defined for tax purposes. Taxable
income is generally defined as the increase in net worth that occurs
after deducting from gross revenue the costs and deductions permitted by law. All items of income are taxable except those for which
a specific exclusion is applicable.
In general, only income from Venezuelan sources is subject to tax
(2.02). An exception is made for technical service fees performed
abroad but utilized in Venezuela (2.02).
Some of the representative types of income on which individuals
are exempt from tax are severance indemnities, dividends and interest received from SAICAs (2.03), and interest on certain government
bonds, savings accounts, mortgage bonds (cédulas), and certain
other bonds issued by financial institutions.
Corporations are also exempt from tax on interest from the abovementioned sources. Income derived from agriculture, stock raising,
fishing, and forestry is exempt from tax for both corporations and
individuals.
Gains on the sale of securities issued by SAICAs are not taxable
when the proceeds are reinvested in similar investments.
For other types of income that may be exonerated by presidential
order, see 2.05.
6 . 0 2 Business Income
Business profits, other than from mining and hydrocarbon activities,
are taxable under the appropriate tax table depending on whether
the business is conducted as a corporation (Rate Tables—Tax Table
2), a company partnership with limited liability (3.02), or an
individual (Rate Tables—Tax Table 1). Partnership profits are taxable
to the partners at individual tax rates. Tax rates applicable to profits
on mining and hydrocarbon activities are explained in Chapter 3.
Gross income includes the market price of goods acquired by exchange or received as payment in kind. Domestic insurance companies are required to include in gross receipts all premiums, indemnifications. commissions received from reinsurers, rents, interest, and
income from their investments.
Income from businesses in which inventories are a factor must be
reported on the tax return separately from income from other lines of
business dealing principally in services. The former may include
materials purchased abroad in their cost of sales, plus commissions
and other related costs incurred abroad (7.01). For other deductible
extraterritorial expenses, see 7.05.
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For income tax purposes, the income of nonresident individuals and
nondomiciled entities is specially treated. Their income taxes are
computed by applying the rates in the appropriate tax table, or the
flat rates in the table that follows, to the percentages of gross
receipts from Venezuelan sources contained in the table. No
deductions are available to such taxpayers. In the case of the
starred items in the table, the percentage of gross receipts taken
into account for income tax purposes is the same as for the withholding tax requirements noted in Chapter 5.

Type of Income

Percentage of
Gross Receipts
Subject to Tax

Tax Rate

Received by nonresident
individuals or nondomiciled
entities:
Royalties

90*

Tax Table 1 or 2

Receipts for use of patents
(technological service fees—
6.06). when paid by:
Mining and hydrocarbon
companies
Others

100
50*

Tax Table 1 or 2
Tax Table 1 or 2

Technical assistance fees for
services performed abroad,
but utilized in Venezuela,
when paid by:
Mining and hydrocarbon
companies
Others

100
30*

Tax Table 1 or 2
Tax Table 1 or 2

Interest:
Banks and other credit
institutions

100*

15

Other

100*

Tax Table 1 or 2
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Type of Income

Percentage of
Gross Receipts
Subject to Tax

Tax Rate

Freight or fares received by
international
transport
companies
(constituted
abroad, whether or not
domiciled in Venezuela):
Transport to and from
Venezuela—50% of gross
income is presumed to be
gross receipts earned in
Venezuela and 10% of these
receipts is presumed to be
taxable income

5

Tax Table 2

Transport within Venezuela

10

Tax Table 2

Income received by
international news agencies
(whether or not domiciled in
Venezuela)

15

Tax Table 2

Income from movie and
television rights

25*

Tax Table 1 or 2

Fees received by noncommercial professional
corporations

90*

Tax Table 2

Fees received by individuals
for noncommercial professional services

90*

30

Proceeds from consignment
sales of merchandise

25

Tax Table 1 or 2

Stock or cash dividends (For
stock dividends, par value is
used as the withholding base.)

100*

20

10*

30

Insurance and reinsurance
premiums

*Percentageof gross receipts for income tax purposes is the same as for w i t h h o l d i n g tax purposes
(Chapter 5).
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6 . 0 3 Interest Income
Interest income is taxed under the tax table corresponding to the
recipient.
Interest on loans is presumed to accrue at the rate of 8% annually in
the absence of contrary evidence. Any payment in excess of the
principal of a debt is considered interest. Discounts are reportable
as income over the life of the obligation.
6 . 0 4 Dividends
Dividends are not taxable income to local companies that are not
engaged in mining or hydrocarbon activities. Dividends are taxable
income to individuals, except for those received from SAICAs (2.03),
which are exempt from tax, and 50% of those received from other
companies which are registered with the stock exchange. Dividends
paid by companies engaged in mining and hydrocarbon activities
are not taxable income to the recipient, whether a corporation or an
individual. Cash and stock dividends received by mining or
hydrocarbon companies from companies not engaged in these
activities are taxed at 20%. Dividends paid abroad to individual or
corporate shareholders, whether in cash or stock, are taxed at 20%.
The tax is computed on the amount of the dividend paid or the par
value of the shares issued.
In addition to corporate distributions, the term " d i v i d e n d s " includes
participations in profits distributed by nonprofessional partnerships,
joint ventures, and branches of nondomiciled companies. Deposits
for, and advances to, stockholders, partners, and beneficiaries are
considered taxable dividends up to the amount of accumulated undistributed earnings, unless proof can be shown that these transactions were made for some other business purpose. Amounts received in a corporate liquidation or reduction of capital are taxable
as dividends to the extent of any excess of the distribution over the
cost of the shares. Cancellations or reductions of shareholders' and
partners' debts as a result of revaluation of the company's property
are considered as dividends.
The aftertax income of branches of foreign companies is subject to
20% tax, whether or not the earnings are remitted to the home
office (3.03). Since branches do not declare dividends, this tax is in
lieu of the 20% tax on dividends paid to foreign shareholders.
Hydrocarbon and mining companies, however, are exempt from
such treatment.
Venezuelan companies that receive dividends from abroad can distribute them to their own shareholders free from tax, but only after
all income from Venezuelan sources has been distributed first.
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6 . 0 5 Capital Gains and Losses
With the exception of the sale of a personal residence (10.04),
capital gains and losses are generally not accorded special consideration, but are included in and taxed at the same rates as ordinary
income.
Sales of real estate are taxable to the extent of the excess of proceeds
over registry fees, original costs, improvements, as well as commissions paid on the sale if the related tax has been properly withheld
(5.02). Accumulated depreciation is deducted from cost if it was an
allowable deduction for income tax purposes. For sales on the
instalment basis, the taxpayer reports as income the proceeds received during the year and deducts that percentage of the total cost
which is equivalent to the relationship that the proceeds collected
during the year bear to the total proceeds. Costs related to real estate
developments are apportioned to lots on a square-meter basis, using
estimated cost as a basis; any variation in such estimated cost must
be applied over the lots remaining at the time such variations are
determined.
In computing profit on sales of stock, cost is limited to the amount
actually paid for the stock. When shares received as stock dividends
are subject to tax (6.04), and such shares are received from companies engaged in mining and hydrocarbon activities or are received
by domiciled corporations, their cost basis is equal to the par value of
the shares received. In other cases, no cost is attributed to the shares.
Profits on liquidation or redemption of stock by the issuing organization are taxable as a dividend (6.04). Losses of legal entities resulting
from liquidation or redemption of stock in another company are
deductible, but the cost of such shares for purposes of determining
the loss cannot exceed their price on the stock exchange or, if they
are not traded publicly, the book value of the company. When the
shares are not publicly traded, the seller must have been the owner
of the shares during the two years immediately preceding the date of
liquidation or redemption. Gains on sales of securities of Venezuelan
entities by nonresident or nondomiciled taxpayers are also taxable.
When a mining concession has been acquired from a person or entity
and not directly from the government, losses from sale or abandonment of the concession are not deductible, or amortizable as fixed
assets, without approval of the Administration.
6 . 0 6 Income from Royalties, Patents, Copyrights,
Technical Services, Etc.
Royalties. Royalties are defined as income derived from the use of a
trademark or trade name received in cash or in kind and fixed in
relation to a unit of production, sale, or exploitation in Venezuela,
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regardless of the contractual denomination and regardless of the
residence of the recipient. Royalties on copyrights are treated as
professional income (6.07). Royalties are taxable under the tax table
which corresponds to the recipient (Rate Tables). Presumed taxable
royalties received by nonresident and nondomiciled taxpayers are
equal to 90% of gross receipts. When the recipient of the royalty is
domiciled in Venezuela, the related acquisition cost may be amortized and administration costs actually incurred up to 5% of the
royalty may be deducted.
Patents (Technological Services). Income received for the use of a
patent (called technological services) is taxable under the tax table
which corresponds to the recipient. If the income is received by
nonresident or nondomiciled taxpayers for patent rights that are
utilized in Venezuela, taxable income is presumed to be 50% of gross
receipts, except if utilized by companies engaged in mining and
hydrocarbon activities, in which case taxable income is presumed to
be 100% of gross receipts.
Technical Assistance Fees. Technical assistance fees are taxable
under the tax table which corresponds to the recipient (Rate Tables).
Such fees include providing technical instructions and materials;
engineering project development and consulting services; procedures, formulas, and other production information;and technical
specifications, diagrams, plans, etc. Engineering services are primarily services and supervision rendered in connection with the
installation, inspection, repair, etc., of machinery, equipment and
other plant facilities; pilot programs,and laboratory investigation
and experiments; purchasing from abroad; technical assistance and
instruction;and administrative services. If the recipient of these fees
is nonresident or nondomiciled and such services were performed
outside Venezuela, but utilized in Venezuela, taxable income is
presumed to be 30% of gross receipts, except if performed for companies engaged in mining and hydrocarbon activities, in which case
taxable income is presumed to be 100% of gross receipts.
If a contract provides for technological services and technical assistance to be performed abroad but utilized in Venezuela, and the
contract does not specify the amounts attributable to each, 75% of
the gross fees are presumed to be for the former and 25% for the
latter. In addition, if the contract calls for services to be performed
partially within Venezuela and partially outside Venezuela, and the
proportion of each is not defined in the contract, 60% of the services
are presumed to be outside Venezuela and 40% within.
Technological service and technical assistance fees received from
companies that are at least 80% owned by the Venezuelan Government and are not engaged in mining and hydrocarbon activities are
exempt from tax.
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6 . 0 7 Professional Income
Income from personal professional services by a person not an
employee according to the provisions of the labor law is treated as
professional income and is taxed under Tax Table 1 (Rate Tables).
When earned by a partnership, the net income is allocated to the
partners and taxable to them under Tax Table 1 (Rate Tables); when
earned in a public office or other subordinate employment relationship (as defined in the labor law), it is taxed as salary. Professional
fees earned by nonresident individuals and corporations are taxed on
their net income, which is presumed to be 90% of their gross
receipts. The withholding tax rate is 30% for individuals and based
on Tax Table 2 (Rate Tables) for corporations. Examples of
professional income include:
• Fees received in the exercise of a profession by licensed persons;
• Income obtained by persons who exercise other professional
activities in their own name;
• Stipends received by writers, artists, and athletes;
• Stipends received by an author or his heirs for the transfer of
copyrights; and
• Cash awards for professional activities.
6 . 0 8 Income from Mining and Hydrocarbon Activities
Natural persons and legal entities obtaining revenues from mining;
from oil and gas production, refining, and pipeline transportation;
and from minerals or hydrocarbons purchased for export are
taxable under Tax Table 3 (Rate Tables, 2.03, and 3.02). Natural
persons and legal entities engaged primarily in other pursuits, but
receiving royalties or analogous participations arising from mining
or hydrocarbons activities, are also taxable in this classification on
their income from these sources. Administration costs applicable to
royalties are deductible only to the extent of 5% of the gross amount
of the royalty and to the extent actually incurred.
A large part of Venezuela's national income arises from the export of
iron ore and petroleum products. Since the selling prices of such
products may not represent arm's-length transactions, the National
Executive establishes reference values for computing the export
sales of hydrocarbon products at the Venezuelan ports of shipment.
The greater of recorded sales values or amounts based on such
reference values enter into the determination of taxable income.
Dividends are not included in the taxable income of mining and
hydrocarbons companies for application of Tax Table 3 rates, but
are subject to special rules (Rate Tables, 6.04). See 2.06 for
incentives for reinvestment of profits.
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6 . 0 9 Rental Income
Net rental income is taxed under the tax table corresponding to the
classification of the recipient (Rate Tables). The market value of
payments in kind, as well as the value of a lessee's improvements,
are considered rental income.
Gross rentals received constitute gross income. Deductions are
permitted only for maintenance, interest, taxes, depreciation, and
administrative expenses. Administrative expenses may include
salaries, expenses of moving employees, payments to administrative
agents, legal fees, and collection fees. In the case of leased real
property, the deduction for maintenance expenses is limited to 15%
of gross income, and the deduction for administrative expenses to
10% of gross income; also, depreciation is only deductible on
property leased to employees.
6 . 1 0 Compensation of Employees
Income from salaries, wages, year-end bonuses, and other
remuneration received by an individual is taxed under Tax Table 1
(Rate Tables).
Certain payments received under labor laws, such as length-ofservice payments, severance pay, and payments in lieu of prior
notice of separation, are exempt from tax (12.05).
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Deduction Items
7 . 0 1 Business Expenses
In order for costs or expenses to be deductible for tax purposes, they
must satisfy the following criteria:
• Incurred specifically for the production of income;
• Normal in the ordinary course of the taxpayer's business;
• Necessary to the production of taxable income; and
• Incurred within Venezuela.
"Incurred specifically for the production of income" does not mean
that income must have been produced. It is sufficient that the
expenditure be made for the purpose of producing income subject to
tax. Expenses and losses in connection with nontaxable or exempt
income are not deductible.
"Normal and necessary" expenses under Venezuelan law are generally
equivalent to "ordinary and necessary" expenses under the United
States Internal Revenue Code. As in the United States, the Tax
Administration has been subjecting travel and entertainment expenses
to intensive scrutiny and raising objections on the basis that some
expenses, such as alcoholic beverages, are not necessary for the
production of income.
The territoriality requirement that the cost or expense be incurred
within Venezuela is subject to some exceptions. If no specific exception is made for the particular item, it must result from a transaction taking place in Venezuela (2.02).
Cost of Sales. All elements entering into the cost of sales must be
incurred within Venezuela, with the following exceptions:
• Imported merchandise and materials used for the production of
income
• Purchasing commissions paid to agents abroad, provided they are a
reasonable percentage and not fixed amounts and were exclusively
for services relating to the acquisition of goods
• Expenses of transporting and using imported goods
The cost of materials and goods is that stated in the seller's invoice.
However, when goods are acquired from an affiliated company, the
cost must be supported by an original invoice. Debit notes do not
constitute proof of costs, and the affiliate must either supply its own
invoice or the invoice of the person from whom it acquired the goods.
For insurance companies, cost consists of indemnities paid, premiums returned (excluding dividends assigned to policyholders),
and premiums paid to reinsurers.
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Cost of sales represents cost of units purchased or produced and is
determined in the usual manner. Inventories may be valued at the
lower of cost or market price. Any reasonable method of determining
cost, such as first-in, first-out; last-in, first-out; or average, may be
used (8.04). Cost of production represents cost of materials used,
transportation and insurance expense, commissions and agents'
expenses, consular fees, importation duties, labor, and all other expenses and taxes directly chargeable. Costs applicable to instalment
sales are discussed at 6.05.
7 . 0 2 Depreciation, Amortization, and Repairs
Depreciable Assets. Depreciation may be taken only on assets located within the country and on ships, airplanes, and other assets
used in international transportation. However, only 50% of depreciation expense and other expenses related to small airplanes, helicopters, yachts, and other similar vessels and aircraft are deductible
when the taxpayer's primary business purpose is not transportation.
The assets must be used in business or for the production of income.
Assets that are temporarily idle are depreciable, provided they were
acquired for and have been used in the production of income.
Improvements made on leased property are amortizable. Property
constructed in compliance with labor law or sanitation requirements
may, at the taxpayer's option, be written off completely in the year
of construction. See 6.09 for depreciation of rental property.
Basis for Depreciation. Depreciation of fixed assets is based on
cost, which should be determined in the same manner as the cost of
goods acquired for resale (7.01). Therefore, designing, planning,
insurance, customs fees, import duties, materials, labor, overhead,
and other acquisition expenses (whether or not incurred in Venezuela) are included. An expenditure that extends the original life of
the asset or enlarges the original capacity or structure must be capitalized and depreciated. Depreciation of assets used in the construction of fixed assets is not deductible, but must be added to the
cost of the constructed asset.
Rates and Methods. Depreciation is defined as the loss of useful
value occurring in the taxable period on fixed assets used in the
production of income, which is caused by obsolescence, consumption, or deterioration resulting from use, idleness, and action of time
and the elements. Depreciation is mandatory and must be taken
each year.
No specific depreciation rates or methods are prescribed. The taxpayer determines the rate to be used based on his estimate of the
asset's useful life. The regulations specifically permit use of the
straight-line or unit-of-production methods, but any other reasonable
and consistent method may be acceptable to the Administration.
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Depreciation rates and methods are subject to audit review and
adjustment and, once selected, cannot be modified without the prior
approval of the Administration. Excessive depreciation may be
corrected on audit without penalty.
Repairs. Ordinary repairs are deductible provided they do not prolong the life of the asset or imply an enlargement of the original
structure. Extraordinary repairs must be capitalized in any event, but
the portion of the asset requiring an extraordinary repair may be
deductible as a casualty loss.
Repair expenses related to leased real estate are limited to 15% of
the gross receipts derived from the property (6.09).
Amortization. Amortization of intangible assets and other assets of
a permanent character held for the production of income is allowed
on any generally accepted basis that allocates their cost over the
period of benefit. Amortization of patents, copyrights, franchises,
and similar intangibles may be determined by reference to rights
prescribed by the law governing the particular intangible. Improvements to leased property may be amortized over the lesser of the
term of the lease or the life of the improvements. Organization
expenses, preoperating expenses, and goodwill generally are amortizable over any reasonable period of time.
7 . 0 3 Depreciation and Amortization Attributable to Minerals
and Hydrocarbons
The government is the owner of all minerals in place. Mining and
drilling concessions and rights to explore, drill, or pump in specific
areas have been granted to private or nationalized companies. These
concessions are subject to intense government control and to taxes
on each unit extracted (Chapter 14).
Depreciation. Buildings, equipment, docks, pipelines, refineries,
electricity plants, and other fixed assets are subject to depreciation
over their useful lives by either the straight-line or unit-of-production
method, although other methods may be allowed by the Administration.
Amortization. Concession, exploration, and drilling and development costs are required to be accounted for by units and amortized.
Concession costs consist of amounts paid for the concessions, plus
related exploitation and exploration taxes and other costs directly
connected with obtaining the concession. Yearly amortization is
computed by dividing the unamortized costs by the proved reserves
of the area and multiplying the quotient by the production of that
area. An area can be the concession or all concessions in a proved
field. The costs of the concessions are amortizable only when they
are in production.
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Exploration costs consist of geological, seismic, and related work;
construction for and access roads to exploration areas; drilling of
structural or exploratory wells; and topographical surveys directly
related to exploration. Yearly amortization is computed by dividing
the unamortized cost by the proved reserves of the company in
Venezuela and multiplying the quotient by the annual production of
the company in Venezuela.
Indirect exploration expenses consist of the portion, capitalizable
under generally accepted accounting principles, of costs incurred
in connection with field operations. Such expenses are allocated over
the units affected and are amortized in the same manner as those
units.
Drilling and development expenses consist of both tangible and
intangible costs. Amortization is computed by dividing the
unamortized cost by the proved reserves of the unit of production
and multiplying the quotient by the production of that unit. The unit
can be a well, a group of wells in the area of production, or the
concession itself. Once a unit has been selected, it cannot be
changed without prior approval of the Administration.
Dry holes may be capitalized or written o f f , according to the
practice elected by the taxpayer. The practice elected must be
consistently followed.
7 . 0 4 Bad Debts
Bad debts are deductible only when the debtor and the debtor's
guarantors are insolvent, or when the amount of the debt does not
justify collection costs, and the debt arose in the ordinary course of
the taxpayer's business. Deduction is not allowed for worthlessness
of debts acquired from another in connection w i t h the purchase of a
business. The bad debt must have been included in income, unless it
represents the principal of a loan related to the taxpayer's business,
and it must have actually been written off during the taxable year to
be deductible.
7 . 0 5 Extraterritorial Expenses
Under the territoriality concept (2.02), expenses are generally
deductible only if they are related to the conduct of business in
Venezuela and incurred within the country. Certain expenses,
however, that might be considered extraterritorial, are expressly
deductible.
The costs of goods imported for manufacture, use, or resale and
related purchasing commissions (calculated as a percentage of the
price of the merchandise and directly applicable to the goods),
freight, insurance, consular fees, and import taxes, are includable
in cost of sales or in the cost of depreciable fixed assets.
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The expense of transferring new employees, their spouses, and
minor children to Venezuela from the port of embarcation is
deductible. The expense of returning the family to the home country
is also deductible, unless the employee is transferred to an affiliated
company. Other expenses of transfer that are deductible include
moving the employee's household goods from the last port of
embarcation, and back again if the employee is not transferred to an
affiliated company, as well as hotel and food costs outside his
domicile. The port of embarcation is defined in the regulations as
the last place prior to arrival where the stay was more than five days.
Venezuelan or foreign companies that transport merchandise for
their own account or for third parties in ships or airplanes owned or
leased by them must include in taxable income all of their revenue in
Venezuela and may deduct expense relating to such activity.
Taxpayers for whom international transport is an incidental activity
may be taxable under either Tables 2 or 3 (Rate Tables) and must
report the net income resulting from each trip of their vessels or
aircraft. Earnings arising from trips between foreign nations, but not
touching Venezuela, apparently are not taxable and the expenses
attributable to them are not deductible. Companies engaged in
international transportation, which are constituted and domiciled in
Venezuela, are taxable under Table 2 (Rate Tables) and must report
all revenue and related expenses in Venezuela from worldwide
operations. For the treatment of similar companies constituted
outside Venezuela, whether domiciled or not, see 6.02.
Transportation companies may not deduct ordinary repair and
related expenses incurred abroad if, in the judgment of the tax
authorities, there are Venezuelan facilities capable of making such
repairs.
Fees for technical services performed abroad, but utilized in
Venezuela, are deductible if the proper withholding has been made
(5.02).
Travel expenses of businessmen incurred within Venezuela are
deductible, but only 50% of travel and baggage expenses between
Venezuela and foreign countries are deductible.
Export companies may deduct shipping expenses to the port of
destination only when their sales are based on prices in effect at that
port. Mineral and hydrocarbon companies may deduct transportation
costs paid to nondomiciled companies only if tax has been withheld
thereon. When goods are manufactured in Venezuela and exported,
normal and necessary expenses incurred abroad applicable to these
goods, such as travel, advertising, office expenses, exhibitions, trade
fairs, etc., are deductible.
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Companies that own or rent ships or other means of transport used
locally or internationally may deduct all normal and necessary
expenses, except repairs made outside Venezuela which, in the
judgment of the tax authorities, could have been performed in
Venezuela.
7 . 0 6 Taxes
Taxes actually paid during the year are deductible, except for
Venezuelan income taxes and foreign taxes. However, foreign taxes
may be included in the cost of imported merchandise or assets.
Import duties; vehicle license and registration taxes; municipal,
commercial, and industrial licenses; gasoline taxes; and surface
taxes on mineral interests are recognized as deductible taxes.
Custom fees, airport landing fees, certain payroll contributions, and
radio station licenses have not been recognized as taxes on the
ground that they actually represent fees paid in return for services.
As such, they may qualify as costs or deductions in general (7.01).
7 . 0 7 Interest
Interest is deductible if the borrowed funds are invested in the
production of income and the interest rate does not exceed the
current market rate. Interest on loans from foreign sources is
deductible if the money is invested in Venezuela and the related
income tax is withheld. Other expenses related to borrowing, such
as surety fee and registration expenses, are general expenses that
are not deductible if incurred abroad.
7 . 0 8 Operating Losses
Operating losses may be carried forward for three years and
deducted from future taxable income. However, income taxed at flat
rates, such as earned income and dividends of nonresidents, may
not be offset by losses.
7 . 0 9 Worthless Stocks, Securities, and Other Assets
See 6.05—Capital Gains and Losses.
7 . 1 0 Casualty Losses
The deduction for casualty losses is limited to assets used for the
production of income or intended for such use, such as standby
equipment. The regulations specifically mention losses caused by
destruction, breakage, consumption, obsolescence, theft, or
conversion by third parties, that have not already been included in
cost of sales. The deduction must be reduced by insurance
recoveries in the year of loss. Losses relating to depreciable assets
are calculated on cost less accumulated depreciation. Unless a loss
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has been deducted in a prior tax period, insurance proceeds are
taxable only to the extent they exceed the net book value of the asset.
7 . 1 1 Charitable Contributions
Deduction is allowed for contributions to nonprofit associations and
for direct contributions for charitable, religious, artistic, cultural,
scientific, educational, technological, recreational, and similar
purposes. The limitation on such contributions for corporations is
5% of taxable income before deducting the contribution when
taxable income is not more than Bs.5,000,000 and 3% when taxable
income is more than Bs.5,000,000. Taxpayers engaged in mining
and hydrocarbon activities may only deduct up to 1% of taxable
income before deduction of the contribution. Individuals may only
deduct contributions made to educational, cultural, recreational, and
charitable institutions.
Donations to the national or state governments, municipalities, and
official autonomous institutes are deductible without limitation, but
any donation that exceeds Bs.10,000 must be previously approved
by the Ministry of Finance.
Donations in property must be valued at cost less any accumulated
depreciation and not at market value.
7 . 1 2 Advertising and Entertainment Expenses
Advertising expenses in the usual form of radio and television
commercials and newspaper advertisements are deductible.
However, public relations expenses have been disallowed because
they are not considered to be related to the production of income.
Club memberships for company officers have been disallowed, even
though the club is primarily used for business meetings with clients.
A distinction has been drawn between " u s e f u l " and "necessary"
entertainment expenditures. An expense merely useful to the taxpayer may not be necessary to income production. Entertainment of
clients and other persons commercially related to the taxpayer is
normally deductible, but deductions for alcoholic beverages are
usually disallowed. Entertainment expenses must be supported by
an adequate description of their purpose. The vouchers must give
sufficient detail and information to permit the determination of the
specific purpose and nature of the entertainment; otherwise the
expense is not allowed.
7 . 1 3 Professional Fees
Professional fees are deductible as business expenses provided they
meet the criteria described in 7.01. Individuals can deduct, as itemized deductions, all fees paid for medical services and 25% of other
professional fees paid (10.02).
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7 . 1 4 Insurance
Deductible insurance premiums are limited to those on risks related
to persons or property employed in the production of income, such
as fire, public liability, or claims by employees. Travel insurance of
employees is deductible because the employer would be obliged to
pay labor law indemnities in the event of an accident. On the other
hand, life insurance of partners is not deductible to the partnership,
regardless of who is the beneficiary. The Insurance Law requires that
certain coverage be obtained from Venezuelan companies, and
premiums paid in contravention thereof are disallowed even if the
tax is withheld.
7 . 1 5 Salaries and Other Remuneration
Salaries for personal services paid to the following persons are not
deductible for tax purposes:
(a) Taxpayer and taxpayer's spouse and minor children;
(b) Members of general, limited liability, or de facto partnerships,
and owners of joint interests; and
(c) Managers of entities noted in (b), above, when they participate
in net profits or losses of the entity.
Deductions for salaries paid to active officers and managers of
company partnerships with limited liability (SRL/CRL—2.03) and to
officers, managers, and directors of corporations are limited to 15%
of the company's gross profit. Managers of corporations or company
partnerships include any persons having management functions and
whose remuneration equals 75% or more of the remuneration of any
other officer, director, or manager. If the company does not have
any gross profit after deducting cost of sales, then gross profit is
presumed to be 15% of gross revenue, effectively limiting the deduction for this type of compensation to 2.25% of gross revenue. If the
corporation or company partnership is of a type that does not carry
inventories, or if the gross profit exceeds 50% of gross revenue, the
allowance for officers, managers, and directors is limited to 7 ½ %
of gross revenue. Finally, the law provides that, even if the other
limitations are met, the Administration has the power to reduce
deductions for salaries if they are not normal compared with those
paid by other similar firms, and if there is reasonable ground for
presuming a distribution of earnings.
All salaries are subject to withholding and are deductible only if
withholding has been properly effected (5.01). Tax must be withheld
even on nondeductible salaries.
Stock options and other methods of deferred compensation are not
common in Venezuela. Other types of remuneration accrued, but
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not paid during the year, are deductible, provided the obligation to
pay is not contingent or indefinite. If not paid in the year following
accrual, the accrual must be reversed to income.
7 . 1 6 Contributions to Pension Funds and Employee Savings
and Loan Plans
See Chapter 12 for deductibility of contributions to pension funds
and employee savings and loan plans.
7 . 1 7 Employee Severance Benefits
Prior to July 1, 1978, employee severance benefits were deductible
only when paid. During 1978, the income tax law was changed to
permit the deduction of these benefits in the year in which the
employee acquires his right to the benefit, provided that the company computes the acquired rights so accrued on an individual
employee basis (12.05). If benefits are not paid to the employee
w i t h i n the year following his termination of employment, the amount
previously deducted must be included in income.
Amounts accrued for severance benefits for fiscal years ending
before July 1, 1978, are not deductible until paid. Consequently,
companies must maintain separate computations for acquired rights
accrued during fiscal years prior and subsequent to this date.
7 . 1 8 Year-End Bonuses
Year-end bonuses (12.05) are deductible in the year in which they
accrue.
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Accounting for Income
and Expenses
8 . 0 1 Tax Accounting Generally
Regulations permit corporate taxpayers and taxpayers engaged in
the mining and hydrocarbon industries to electa fiscal year of their
own choosing. All other taxpayers must use the calendar year. Once
a tax year is selected, it may not be changed without the prior consent of the Administration. The first filing period can be less than
one year.
8 . 0 2 Methods of Reporting Income and Expenses
All income for which no special rules are provided is reported on the
accrual basis. Certain items of income, however, must be reported on
the cash basis, under which income is considered realized when
payment is received by the taxpayer or when it is credited to his
account and subject to his withdrawal. The income so reported
includes rentals of personal and real property; interests in partnership
participations; royalties and dividends, salaries and wages; sales of
real estate; professional fees; and prize winnings.
Deductions generally must be taken on the same basis on which the
income is reported, but there are some exceptions. Accrual-basis
taxpayers may deduct certain expenses only when they are paid.
These include taxes (7.06), real estate maintenance and repairs
(7.02), as well as contributions to charities and to government
entities (7.11). Cash-basis taxpayers may deduct, in addition to
expenses paid during the year, such items as depreciation,
amortization, and losses incurred in the year. If an expense for which
an accrual is permitted has been incorrectly accrued, the correction
must be made in the next taxable year.
8.03 Long-Term Contracts and Instalment Sales
Construction companies engaged in projects that take more than one
year to complete must prorate income in proportion with the
percentage of completion at the end of the tax year. Projects that take
less than 12 months to complete, but overlap two tax years, either
may be prorated or reported in total in the year of completion.
Gains from sales of real estate are reported on the instalment basis
if receipts are spread over a period of more than one year (6.05).
Other instalment sales must be reported in the year of sale. Banks
and other credit institutions report, each year, a proportionate part
of interest or discount on loans repayable over a period of years.
8 . 0 4 Inventories
The tax statutes contain no specific provisions for a method of
inventory valuation other than the requirement that inventories be
valued at the lower of cost or market. Generally, the first-in, first-out
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(FIFO) or average-cost methods are used.Tax officials, however,
usually tolerate variation in methods of valuing inventories where
the taxpayer can satisfy them that the method is reasonable.
Inventory cost is based on the actual purchase price, including duty
and other charges incurred in either the purchase or production.
Debit notes from affiliated companies do not constitute proof of
cost. Purchases from affiliates must be supported by regular
invoices. If inventory has decreased in value because of recognized
obsolescence or for other justifiable reasons, tax officials may allow
it to be written down to realizable value. Such a writedown can only
be made on specific items that can be identified as having a
realizable value which is less than cost, and the individual carrying
value of each item must be adjusted accordingly. A general provision
for decreases in market value, obsolescence, etc., is not deductible.
When inventory becomes worthless, the law requires that it be
destroyed in accordance with the established procedures.
8 . 0 5 Books and Records
All taxpayers, except those natural persons whose only income is
from salaries and wages, must maintain the books required by the
income tax law or regulations as well as those required by the
Commercial Code and other laws. The regulations require taxpayers
with mercantile, oil, or mining income to keep books stipulated by
the Commercial Code or court practice; namely, a general ledger, a
general journal, and an inventory book (in which a yearly entry is
made of assets, liabilities, and certain other data). The Code requires
that these books be maintained by all persons coming under its
provisions, which would include any natural person who is a
merchant as defined by the Code and any legal entity organized
under its provisions. The law states that the books should be maintained in such a manner that they may constitute an integrated
means of control and a proof of all assets and liabilities, real and
personal, tangible and intangible, whether or not related to the
income that is declared. All taxpayers, except those considered
employees under the labor law, must maintain, in a visible place, a
current certificate of having filed a tax return.
Savings and loan associations, cooperative societies, and nonprofit
institutions must keep books that contain information about the
origin, administration, and investment of their income.
Professional firms must keep books that are sealed by the tax
authorities and which show, without leaving blank spaces or making
erasures, the daily income in one column and the expenses in
another.
The taxpayer may maintain such auxiliary records as are convenient.
For most companies, these auxiliary records are the most useful
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accounting records, while the official books that have been registered with the Commercial Registry are no more than monthly
summaries of the changes in accounts. As long as the accounting
process can be traced back to the auxiliary records and from there to
the vouchers, the tax authorities have no objection to the accounting
being done either by hand or by data-processing equipment.
The tax law requires that books, registers, and related documents be
kept for five years beginning on the last day of the tax year or for
seven years when no tax return has been filed. The Commercial
Code, however, requires that accounting records and documents,
together with any correspondence, be kept for ten years.
When a taxpayer cannot prove his income to the satisfaction of the
tax authorities, the authorities may estimate income on bases set
forth in the law and regulations for determination of income, on the
professional reputation of the taxpayer, on the standard of living,
and on the increase in net assets during the year.
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Provisions Peculiar to Corporations
9 . 0 1 General
For the most part, tax provisions are applied in the same manner to
corporations and individuals. Certain deductions and exemptions
available to individual taxpayers (Chapter 10) are inapplicable to
corporations.
9 . 0 2 Resident and Nonresident Corporations Compared
A corporation is resident if it is created or organized under
Venezuelan laws or has been officially domiciled in Venezuela by
having its principal business in Venezuela even though organized
under the laws of another country. The distinction between resident
and nonresident is of somewhat less concern than in some other
countries because of the Venezuelan territoriality concept (2.02)
under which income is taxable generally only if derived from
Venezuelan sources. The distinction may be important, however,
because of the withholding requirements on payments to nonresident corporations (Chapter 5). See 6.04 for the treatment of
Venezuelan branch profits as dividends.
9 . 0 3 Tax on Accumulated Profits
There is no tax on accumulated profits. See 5.02 for withholding
requirements on undistributed profits of holding companies.
9 . 0 4 Affiliated Corporations
There is no provision under which the income and loss of affiliated
corporations may be combined. The fragmentation of a business
into several taxpayer units can provide tax benefits because of the
graduated nature of the income tax rates. Although the government
has no specific authority to disregard the existence of separate
corporate entities, the government does have the authority to
reallocate income and deductions among members of the group.
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Provisions Peculiar to Individuals
10.01 General
Income of a wife is ordinarily declared jointly with the husband.
However, if the wife has a salary or professional income of her own,
it may be reported separately.
If a separation of community property has been judicially decreed or
effected by prenuptial agreement, separate returns must be filed.
10.02 Itemized Deductions
Itemized deductions are available only to individuals who are resident in Venezuela. These deductions are classified between those
subject to a limitation and those which can be deducted without
limit. The following itemized deductions are subject to a limitation:
• Employee's share of social security tax paid in Venezuela
• Mortgage interest payments related to the purchase or enlargement
of the taxpayer's home, or rental payments for the taxpayer's home
• Educational costs for dependents under 24 years old
• Premiums paid for life, hospital, surgical, maternity, and automobile
insurance
The limitation on these deductions is 30% of adjusted gross income
up to Bs.200,000 plus 1 ½ % on the excess between Bs.200,000 and
Bs.500,000.
The following deductions may be taken without limitation:
• Medical, dental, and hospital expenses incurred in Venezuela by the
taxpayer and dependents. However, original receipts and bills must
be attached to the tax return to support such disbursements.
• Donations for educational, cultural, recreational, or charitable
purposes.
• A maximum of 10% of the employee's annual income contributed to
employees' savings funds, provided that the savings plan is available
to all of the employees (12.04).
• 25% of the amounts paid during the tax year for noncommercial
professional services.
1 0 . 0 3 Personal Exemption Tax Credits
Certain tax credits are available to taxpayers for personal exemptions. After the tax has been computed at the graduated rates, an
individual taxpayer may subtract (from the income tax so determined)
Bs.324 for himself and, if a joint return is filed, Bs.180 for his
spouse. A credit of Bs.180 is also granted for each dependent lineal
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ancestor or descendant, except male relatives of legal age who are
not incapacitated and who are not students. When husband and wife
file separate returns, only one of them may claim the credit for
dependents, but each may claim the personal credit of Bs.324. Any
dependent claimed by the taxpayer or spouse must be a resident of
Venezuela. The personal exemption credit for dependents may be
prorated if more than one taxpayer contributes to their support. The
fact that a minor dependent has income does not disqualify the
taxpayer from claiming the personal exemption credit.
The personal exemption credits are only permitted for resident taxpayers. Therefore, no reduction is available for taxes computed at
special rates, such as the flat rates on dividends or salaries received
by nonresidents.
1 0 . 0 4 Sale of Personal Residence
Taxation of the gain on the sale of an individual's personal residence
may be deferred provided the taxpayer complies with the following
conditions:
• Has registered the dwelling as his principal residence as required by
the income tax regulations.
• Reinvests the proceeds from the sale of the old residence in a new
residence within the period from six months before to two years after
the date the old residence is sold.
• Registers the new residence in accordance with the income tax
regulations.
• Retains ownership of the new residence for at least five years, except
in the case of an involuntary conversion. In the event that the new
residence is not held for the required period, the gain must be
reported in the year in which the new residence is sold.
If the purchase price of the new residence is less than the selling
price of the old, only the difference between the two can be deferred.
For example, if taxpayer A, whose principal residence has an original
cost of Bs.200,000, sells it for Bs.400,000 and purchases another
principal residence for Bs.300,000, only Bs.100,000 ( B s . 3 0 0 , 0 0 0 Bs.200,000) of the gain may be deferred.
1 0 . 0 5 Resident and Nonresident Individuals Compared
An individual is considered a resident for tax purposes if he spends
more than 180 days in Venezuela during the taxable year, or during
the preceding year. Both residents and nonresidents are taxed only
on income from Venezuelan sources (2.02). A nonresident is taxed
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at special flat rates of 20% on salaries and wages, 30% on professional income,and 20% on taxable dividends (3.01). Other income
of nonresidents is taxed at the same graduated rates that apply to
residents.
Resident individuals are not required to file a tax return if their adjusted gross income for the year does not exceed Bs.24,000 and if
their gross income does not exceed Bs.72,000.
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Relief from Double Taxation
of Foreign Income
1 1 . 0 1 Tax Treaties
Venezuela has no tax treaties with other countries.
1 1 . 0 2 Credit for Foreign Income Taxes
Income received from sources outside Venezuela is generally not
taxable (2.02). Therefore, income on which foreign income taxes
have been paid is not ordinarily taxable in Venezuela. In any event, a
credit or deduction for foreign income taxes is not allowable.
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Pensions, Employees' Savings and
Loan Plans, and Other Employee Benefits
1 2 . 0 1 Taxation of Social Security and Other Retirement Benefits
The Venezuelan social security system provides old age benefits to
retired employees through pensions paid from a government pension
fund. Both employees and employers contribute to the social
security system at fixed rates (15.02). All employees in Venezuela
are covered unless exempted for specific reasons, such as government employees, members of the armed services, and certain
employees working in remote areas of the country. Retirement age
is usually 60 for men and 55 for women; and an employee's w i d o w
or minor children continue to receive pension benefits. The social
security system also provides medical services at social security
hospitals, partial wage continuation in case of temporary disability,
and a pension in case of permanent disability.
Pensions, regardless of source, and all other payments and services
received from the social security system are tax exempt.
1 2 . 0 2 Pension Plans
Private plans are very seldom used in Venezuela. There are no
specific provisions for approval of pension plans or specific limitations on deductions.
1 2 . 0 3 Deduction of Pensions and Contributions to Social Security
and Pension Funds
An employer may deduct, as a business expense, its share of social
security taxes on its employees. Employees may deduct their
contributions as itemized deductions (10.02).
Employers' contributions to a pension fund are not specifically
treated in Venezuelan tax statutes. However, the statutes do provide
that pensions paid are deductible and pension benefits received are
exempt from tax.
1 2 . 0 4 Employee Savings and Loan Plans
Employee savings and loan plans must be organized according to
the criteria established by the Superintendency of Cooperatives.
Generally, these criteria require that the plan be available to all
employees of the company, be governed by bylaws, have an
elected board of directors and officers, and be registered in the
public registry. Once the plan has been approved by the Superintendency and registered, the employer's contributions are
deductible and are not taxable to the employee. In addition, the
employee may deduct as an itemized deduction his contributions to
the plan up to 10% of his base salary. Interest earned by the
employee on his savings account, whether contributed by the
employer or the employee, is not taxable.

54

Deloitte Haskins & Sells

Venezuela

1 2 . 0 5 Special Payments Under Labor Laws
Employee Severance Benefits. A long-term service indemnity
(antiquedad) and a severance indemnity (cesantia) are payable to
employees at the time of termination, regardless of the cause of
dismissal. Each generally amounts to one-half of the last monthly
salary for each year of service. Therefore, the employee generally
receives one month's salary for each year of service, based on his
most recent salary level.
In addition, the employee may be paid in lieu of being given prior
notice of dismissal (preaviso). The maximum amount of prior notice
to which an employee is entitled is 30 days, which accrues during
the first year of employment.
The Law Against Unjustified Dismissals was enacted in 1974 to
protect workers against unjust dismissals. All workers have the
right to appeal dismissal to a labor commission composed of
representatives of the Ministry of Labor and of employers and
employees. If this commission decides that a dismissal is unjustified, it may order the reinstatement of the employee. In such case,
however, the employer has the option of maintaining the dismissal
by paying the employee double termination benefits. In practice,
most employers pay the double indemnities when they dismiss an
employee without waiting for the employee to appeal. Severance
benefits received are exempt from tax. See 7.17 for deductibility of
severance indemnities.
Year-End Bonuses. Year-end bonus payments are required by law.
The maximum payment required by labor law is the lesser of 10% of
profits or two months' base salary. However, when employers have
little or no profits, labor-law regulations have established a minimum
bonus of 15 days' salary payable during the first half of December.
The following small businesses are not subject to the payment of
minimum year-end bonuses: commercial operations with invested
capital of less than Bs.30,000, manufacturing operations with
invested capital of less than Bs.50,000, and farming operations w i t h
invested capital of less than Bs.60,000. Year-end bonuses are
taxable to employees and deductible to employers.
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Taxes on Sales, Transactions,
and Property
1 3 . 0 1 General
Venezuela derives a substantial portion of its tax revenue from a
variety of taxes on the extraction of petroleum and related activities.
Other non-income taxes are less significant than in many other
countries. For example, there is no general sales tax; and the only
specific sales taxes are excise taxes on liquor, cigarettes, and
matches, and the tax on sale of petroleum products described in
Chapter 14.
1 3 . 0 2 Public Registry (Recording) Fees
Certain documents, including deeds, articles of incorporation or
partnership, and powers of attorney, must be registered in either the
civil or commercial registry to comply with legal requirements or to
protect the rights of the parties against third persons. Documents
subject to such fees and the basis for assessment are:
Document

Basis

Deeds, contracts, negotiable
instruments

Consideration involved

Articles of incorporation or
partnership

Paid-in capital

Options

Amount of forfeiture

Annuities

Contractual
five
years obligation up to

Mortgages, surety bonds

25% of liability

The recording fees range from 0.25% on the first Bs.10,000 to
0.75% on the excess over Bs.200,000, based on the value of the
transactions (Rate Tables).
1 3 . 0 3 Capital Registration Fee
In addition to registry fees (13.02), a capital registration fee is
assessed on domestic corporations, company partnerships w i t h
limited liability (2.03), and foreign enterprises having similar legal
forms. For domestic companies, the fee is at the rate of 0.1% of
subscribed capital. For foreign companies, the 0.1% rate applies to
the total authorized capital even though only one branch of the
company operates in Venezuela. In addition, there is a flat fee of
Bs.200, regardless of the size of the company, and a stamp tax of
Bs.5.00 per page of the registration document.
1 3 . 0 4 Communications Tax
Many companies operating in the interior of the country use shortwave radio equipment because of problems with normal telephone
communications. This equipment must be used solely for business
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purposes and may not be connected with a public or private telephone system. Each radio transmitter is taxed annually according to
its power output, the minimum tax being Bs.1,500 and the maximum
Bs.3,000. Failure to pay this tax and obtain the license can result in
substantial fines.
Radio and television stations pay a tax of 1% of their gross incomes.
13.05 Motor Vehicle License Tax
Motor vehicles are subject to nominal national and municipal license
taxes graduated according to the size and type of vehicle.
1 3 . 0 6 Stamp Tax
Fiscal stamps are required on certain documents of a public nature,
such as visas, registration of personal domicile, and entry or exit
permits. Sealed paper (official manuscript), obtainable at Bs.0.05 a
sheet, is necessary for recording documents in the public records or
presenting pleas before courts. Persons leaving the country (other
than tourists, diplomats, transients, and children under seven years
of age) must pay Bs.80 for each exit.
13.07 Real Property Taxes
Each municipality has its ordinance setting tax rates and bases of
assessment. The Federal District ordinance is representative, except
that its rates are generally higher than those of other municipalities,
of the real estate tax ordinances in force throughout Venezuela. It is
summarized in the following paragraphs.
The real property tax in the Federal District is levied on improved
and unimproved real estate, except publicly owned property, church
property, property not having certain public utility services, and
property of diplomatic missions and nonprofit institutions. Property
tax rates in all municipalities are very low.
An unusual feature of the real estate tax law is that the taxpayer
himself estimates the value of the property or its imputed income.
In the event, however, that the municipal authorities believe that the
actual valuation exceeds that determined by the taxpayer by 20%
or more, they will insist on an appraisal .The costs of appraisal will
be assessed against the taxpayer, unless the appraisal sustains the
taxpayer's valuation. Returns for real estate tax purposes must be
filed annually during October and November.
Some municipalities offer exemptions or reductions for a number of
years in order to attract new industry. Municipal tax obligations are
enforced by way of fines or suits against the taxpayers.
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1 3 . 0 8 Municipal License Tax
Each municipality has a business license tax that is assessed annually, usually on the basis of gross sales or gross receipts, although
in some cases a flat rate applies. The ordinance of the Federal
District discussed below is illustrative of the usual form and content
of license tax ordinances, although rates in other municipalities
generally are lower than in the Federal District.
The municipal license in the Federal District is required for commercial enterprises as distinguished from civil enterprises. This distinction is not clearly defined in the statutes.
An annual information return disclosing gross receipts, together with
a copy of the income tax return, must be filed by the due date established by the municipality. Petroleum and mining companies are
exempt by specific provisions in the mining and petroleum laws.
Rates or amounts of tax are set by a classification board consisting
of three municipal officials and two businessmen representing the
Chambers of Commerce and Industry. The board has power to set
lower rates, but the rates specified in the ordinance w i l l be assessed
if the board makes no specific determination. Tax rates on some
representative types of businesses are shown below:
Businesses Taxed on Gross Receipts

Rate %

Insurance
Construction companies
Electric power companies
Banks
Transportation

1.25
0.50
4.00
1.25
0.50

Businesses Taxed on Sales
Construction materials
Industrial chemical manufacturers
Pharmaceutical laboratories
Automotive assembly

0.50
0.50
0.25
1.00

A special appeals board is appointed each year to hear appeals from
determinations made by the classification board. The appeals board
is made up of a representative of the Federal District governor, a
councilman, and a businessman named by the Chamber of Commerce. Decisions of this board are final. Enforcements of the ordinance is by way of fines and, in some cases, by closing the taxpayer's business.
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Special Taxes on Petroleum and
Mineral Extraction and Related Activities
1 4 . 0 1 Petroleum Taxes Generally
Oil is the most important natural resource, the principal export, and
the basic element in the Venezuelan economy. It is not surprising,
therefore, that a variety of taxes are imposed on oil extraction and
related activities. The petroleum taxes, imposed by the Petroleum
Law and administered by the Ministry of Mines and Hydrocarbons,
account for a substantial part of the national revenue. The specific
taxes, discussed in detail below, are as follows:
Exploration tax

Production tax

Initial exploitation tax

Consumption tax

Surface tax

Transportation tax

Effective January 1, 1976, the Venezuelan government reserved the
following activities for nationalized oil companies: the exploration
for oil, asphalt, and other hydrocarbons; the exploration, manufacture, refining, transportation, storage and the domestic and foreign
commerce of all hydrocarbons and refined products; and the natural
gas industry. The tax structure for these activities remains as it was;
it applies to all nationalized oil company successors of the exconcessionaires.
1 4 . 0 2 Petroleum Exploration and Exploitation Taxes
All exploration concessions transferred or obtained by the national
operating companies must pay the annual per hectare exploration
tax until it is converted into an exploitation concession. An exploration concession generally is granted for three years. Thereafter,
that part of the exploration area selected for development must be
converted to an exploitation concession by paying the initial exploitation tax. The minimum initial tax per hectare is shown in the
Rate Tables.
1 4 . 0 3 Petroleum Surface Tax
The surface tax is payable annually from the time an exploitation
concession is granted. For the first ten years, the rate is Bs.5.00 per
hectare. In the eleventh year and at five-year intervals thereafter it
increases by Bs.5.00 per hectare up to a maximum of Bs.30.00 per
hectare. Surface taxes in excess of Bs.5.00 per hectare are creditable
against any production taxes (14.04) payable by the concessionaire.
1 4 . 0 4 Petroleum Production Tax
The production tax is usually fixed at 162/3% of the value of production at the wellhead. As the result of an agreement entered into with
the government at the time of obtaining the concession (14.02), the
rate may be higher. A surtax of 8% is imposed on crude oil exported
to the Caribbean Antilles for refining. The Ministry is authorized to
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lower the tax rate if the company can prove that the tax at the regular
rate, plus the costs of production, render commercial exploitation
uneconomical. The law sets minimum values on crude oil for
purposes of calculating the production tax.
The company is allowed to deduct transportation costs from the field
(not over Bs.0.005 per cubic meter per kilometer) and loading costs
(not over Bs.0.20 per cubic meter) in determining wellhead value.
The production tax is usually paid in cash, but the government may
elect to receive the crude oil itself as a royalty in kind.
Production tax values for asphalt, natural gas, or hydrocarbons other
than crude oil are set by agreement with the government. If the company receives an amount greater than the specified value, the tax is
computed on the increased value. No tax is payable on waste or on
natural gas used to stimulate recovery of crude oil.
1 4 . 0 5 Petroleum Consumption Tax
The consumption tax is levied on companies refining or processing
crude oil, either produced in the country or imported. The tax is paid
only on products sold in the country; products exported or consumed
internally in the company's operations are exempt. The tax is 50% of
the import duties that would have been payable had the products
been imported. Exemption from this tax may be granted by the
government.
1 4 . 0 6 Petroleum Transportation Tax
Concessions to transport oil or gas by pipeline may be granted as an
integral part of the exploitation concession or as a separate concession. If the company transports oil or gas for third parties, the third
party pays a tax fixed by the government at a rate not exceeding
2 ½ % of the gross receipts from this activity.
1 4 . 0 7 Mines Law Taxes
Extraction of minerals other than petroleum is governed by the Law
of Mines. In a commercial operation, the taxes payable are of
relatively minor importance. The exploitation taxis 1% of the value
in Caracas of precious metals, 3% of the value of precious stones
extracted, and 1% of the value in place of other minerals. Mineral
concessions are subject to surface taxes up to Bs.1.00 per hectare.
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Employment Taxes
15.01 Education Tax
Commercial and industrial employers of five or more persons must
pay to the National Institute of Educational Cooperation a 2% tax on
gross payrolls. This tax applies only to salaries and other remunerations paid to employees, including housing and other fringe benefits,
it does not apply to accruals for labor-law benefits (12.05), but
withholding of ½% of the year-end bonus paid to employees is
required. These taxes apply only to commercial enterprises, as
distinguished from civil enterprises (13.08).
The 2% tax is payable five days after the close of each quarter, and
the ½% withheld must be paid within two months after the close of
the taxpayer's fiscal year. When the employer maintains courses or
schools for its employees, other than for primary education, the cost
of these courses is creditable against the tax, provided the courses
or schools have been approved by the Ministry of Education. See
Chapter 5 for withholding of income tax on salaries and wages.
1 5 . 0 2 Social Security Tax
Social security taxes are payable by the employer on salaries up to
Bs.3,000 a month at the rate of 7%, 8%, or 9%, according to the
degree of risk assigned by the Social Security Administration.
In addition, 4% of salaries up to Bs.3,000 monthly must be withheld
from the employee, making the total payment 11% to 13%. The tax
is computed on a weekly salary and is payable monthly. When
salaries are paid monthly or semimonthly, the weekly salary is
determined by multiplying the basic monthly salary by 12 and
dividing by 52. Year-end bonuses or overtime are not included.
Fines for noncompliance range from Bs.100 to Bs.2,000.
Social security payments by employers are deductible for income tax
purposes. United States social security contributions for U.S.
citizens employed in Venezuela are not deductible even though
related to services performed in Venezuela.
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Inheritance and Gift Taxes
1 6 . 0 1 Inheritance Tax
Venezuela imposes inheritance taxes on bequests. The tax is
graduated, depending on the amount of the bequest and the relationship of the beneficary. There is no estate tax based on the amount
of gross or taxable estate. Taxable inheritances consist of real and
personal property located in Venezuela and owned by the decedent
on the date of death. Taxable inheritances can also include personal
property located in foreign countries and owned by a decedent
domiciled in Venezuela or transferred to a person domiciled in
Venezuela. The government may, however, waive the right to tax
this foreign property if the foreign country in which the property is
situated imposes an inheritance tax. Alternatively, a foreign tax
credit may be allowed for up to 75% of the Venezuelan tax.
The inheritance tax is computed on the value of the inheritance
received by each heir and is payable out of the estate. The tax ranges
from 1% to 25% for lineal ancestors, descendants, or spouse and
increases as the family relationship becomes more remote (Rate
Tables). The highest rate in each class becomes effective at a level
of Bs.4,000,000. Certain types of property, including small farms or
ranches, life insurance proceeds, and charitable bequests are exempt
from the tax. Tax reductions for small estates (less than Bs.60,000)
are granted for reasons of family relationship, age, or incapacity.
The tax is reduced if the same property is inherited more than once
in five years.
1 6 . 0 2 Gift Tax
Gift taxes are calculated in the same manner as inheritance taxes,
except that credit is given for fiscal stamp taxes paid on the transfer.
Sales or transfers among relatives for less than market value are
treated as gifts when such value exceeds the sales price by 20% or
more. Sales or transfers within the last five years are added together
in computing the total tax.
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Tax Table 1

Income Taxes—Individuals
Taxable Income
(Bs.)

Rate
(%)

Less
(Bs.)

020,000
20,00030,000
30,00050,000
50,00080,000
80,000- 120,000
120,000- 200,000
200,000- 300,000
300,000- 500,000
500,000- 800,000
800,000-1,200,000
1,200,000-2,000,000
2,000,000-3,000,000
5,000,000-8,000,000
8,000,000-upward

4.50
7.25
9.50
11.00
12.50
14.50
17.50
21.00
24.50
28.00
31.00
34.50
41.00
45.00

550
1,225
1,975
3,175
5,575
11,575
22,075
39,575
67,575
103.575
173,575
428,575
748,575
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Rate Tables
Tax Table 2

Income Taxes—Corporations
(other than those engaged in hydrocarbons and mining activities)
Taxable Income
(Bs.)

Rate
(%)

Less
(Bs.)

0300,000
300.000- 2,500,000
2,500,000- 5,000,000
5,000,000-20,000,000
20,000,000-upward

18
30
35
45
50

36,000
161,000
661,000
1,661,000
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Tax Table 3

Income Taxes—Companies Engaged in
Hydrocarbons and Mining Activities
Income derived from exploitation, refining, transportation, purchase,
and export of hydrocarbons is taxed at the flat rate of 67.70%.
All other income, such as royalties, and mining income (except
hydrocarbons), is taxed at the flat rate of 60%. When a mining
company has less than Bs.10,000,000 of taxable income, it is taxed
under Tax Table 2 (Rate Tables).
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Rate Tables

Inheritance and Gift Taxes
Beneficiary or Donee

(2)

(1)
Tax on
Lower
Amount
(Bs.)

Taxable
Inheritance
or Gift
(Bs.)

Tax on
Lower
Amount
(Bs.)

% on
Excess

015,000
15,00050,000
50,000- 100,000
100,000- 250,000
250,000- 500,000
500,000-1,000,000
1,000,000-4,000,000
4,000,000-upward

None
150
1,025
3,525
14,775
39,775
114,775
714,775

1.0
2.5
5.0
7.5
10.0
15.0
20.0
25.0

None
875
2,125
7,125
20,625
79,625
204,625
1,104,025

% on
Excess
2.5
5.0
10.0
15.0
20.0
25.0
30.0
40.0

(4)

(3)
Taxable
Inheritance
or Gift
(Bs.)

Tax on
Lower
Amount
(Bs.)

% on
Excess

Tax on
Lower
Amount
(Bs.)

015,000
15,00050,000
50,000- 100,000
100,000- 250,000
250,000- 500,000
500,000-1,000,000
1,000,000-4,000,000
4,000,000-upward

None
900
5,275
15,275
52,775
127,775
302,775
1,502,775

6.0
12.5
20.0
25.0
30.0
35.0
40.0
50.0

None
1,500
6,750
19,250
64,250
151,750
351,750
1,701,750

% on
Excess
10
15
25
30
35
40
45
55

(1) Lineal ancestors, lineal descendants, spouse
(2) Brothers, sisters, nephews, nieces, adopted children
(3) Cousins, uncles, etc.
(4) Relatives beyond the fourth degree of consanguinity and
nonrelatives
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Petroleum Taxes
Type of Tax

Basis

Rate

Exploitation tax (1)
Initial exploitation
tax (2)
Surface tax
Production tax

Per hectare

Bs.2.00

Per hectare
Per hectare
Value of
production
Proceeds from
sales in
Venezuela

Bs.8.00
Bs.5.00(3)
16 2/3% (4)
50% of import
duties on similar
products

Gross receipts

2½%

Consumption tax

Pipeline transportation
tax

(1) Payable annually during period of exploitation, not to exceed
three years.
(2) Payable only once, on acquisition.
(3) Payable during first ten years. Thereafter it increases at fiveyear intervals from Bs.5.00 per hectare to a maximum of Bs.30.00
per hectare.
(4) A surtax of 8% is imposed on crude oil exported to the Caribbean
Antilles for refining.

Miscellaneous Taxes
Documentary tax (13.02):
Value of Document
(Bs.)

Rate

0- 10,000
10,000- 50,000
50,000-100,000*

0.25%
0.40%

100,000-200,000

0.70%
0.75%

200,000-upward
Capital registration fee (13.03):
Domestic corporations—on subscribed capital
Foreign corporations—on total authorized capital
Domestic and foreign corporations—fixed fee
Stamp tax—for each sheet

0.60%

0.10%
0.10%
Bs.200
Bs. 5

Education and Social Security Taxes—see Chapter 15.
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Appendix A

Specimen Computation
Income Tax of an Individual Taxpayer
Income Tax
Withheld
Income
Gross income and withholding taxes:
Salary including year-end bonus
Cash dividends from Venezuelan
corporations (6.04)
Dividend from foreign corporation
(2.02)
Gain from sale of real estate (6.05)

Bs. 9,944

Bs.177,000

350

5,000

Total

Bs.10,294

1,800
19,000
202,800

Less foreign dividends

1,800

Adjusted gross income

201,000

Itemized deductions subject to limitation
(10.02):
Social security tax
Mortgage interest payments on
taxpayer's home (or rent payments)
Educational expenses for children
Premiums for life, medical and auto
insurance
Total
Limitation (Bs. 200,000 X 30% +
Bs.1,000 X 1 ½ % )
Itemized deductions not subject to limitation
(10.02):
Medical expenses
Charitable donations
Contribution to employee savings
and loan plan (up to 10% of salary)
25% of professional fees paid

Bs. 1,440
66,000
8,000
4,000
79,440
60,015

5,000
1,000
17,700
1,000

Total

24,700

Total itemized deductions

84,715

Taxable income
Tax thereon ( 1 2 ½ % . less Bs.3,175)
Personal exemption credits (10.03):
Taxpayer
Wife and two children (3 X Bs.180)

Bs.116,285
Bs. 11,361
324
540

864

Tax
Less: Income tax withheld
Balance due

74
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10,294
Bs.
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Specimen Computation
Income Tax of a Corporation
Financial information concerning a manufacturing corporation organized
in Venezuela is set forth below:
Net sales of products
Cost of goods sold

Bs.2,200,000
1,300,000

Gross margin
Expenses:
Management salaries
Other salaries
Employees' severance benefits
accrued
Bad debts accrual
Other expenses

900,000
Bs.140,000
190,000
40,000
20,000
110,000

500,000

Income before Venezuelan income taxes
Add (deduct) reconciling items:
Increase in reserve for inventory
obsolescence (7.01)
Employees' severance benefits paid,
accrued in prior years (1)
Bad debt writeoffs in excess of
provision (decrease in reserve)
(7.04)
Excess of management salaries over
15% of gross margin ( B s . 1 4 0 , 0 0 0 Bs.135,000) (7.15).

400,000

10,000
(25,000)

(5,000)

5,000

Taxable income
Tentative tax per Tax Table 2 (Rate Tables)
Less credit for new investment:
Land
Buildings and equipment (no
depreciation in current year)
Total
15% of total
Net tax

Bs.

385,000

Bs.

79,500

Bs.

75,000
4,500

Bs.300,000
200,000
Bs.500,000

(1) Employees' severance benefits accrued during fiscal years
ending prior to July 1, 1978, were not deductible when accrued, but
are deductible when paid (7.17).
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Appendix C

Venezuela

Specimen Computation
Income Tax of a Company Partnership
with Limited Liability (SRL)
Example I
Gross receipts
Cost of sales

Bs.

Gross margin

500,000
200,000
300,000

Deductions:
Salaries—officers
Salaries—other
Bad debts accrual
Employees' severance benefits accrued
Expenses incurred outside Venezuela

75,000
90,000

10,000
10,000
3,000

Total deductions

188,000

Income before income tax
Add (deduct) reconciling items:
Nondeductible officers' salaries
(Bs.500,000 X 7 ½ % = Bs.37,500;
Bs.75,000 — Bs.37,500) (1)
Provision for bad debts, net of accounts actually
written off, Bs.2,000 (7.04)
Employees' severance benefits paid which were
incurred in prior years (See (1) in Appendix B
and 7.17.)
Expenses incurred outside Venezuela (7.05)

112,000

37,500
8,000

(5,000)
3,000

Taxable income

Bs.

155,500

Tax thereon (3.02):
First Bs.100,000 X 6.48%
Balance Bs.55,500 X 8.1%

Bs.

6,480
4,496

Total tax

Bs.

10,976

(1) Limitation on officers' salaries is 7½% of gross receipts instead
of 15% of gross margin because gross margin exceeds 50% of gross
receipts (7.15).
Example II
Taxable income

Bs.1,500,000

Tax thereon (3.02):
Tax using Tax Table 2 (Rate Tables)
Less 10%

Bs.

414,000
41,400

Total tax

Bs.

372,600
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